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ABSTRACT 
The present thesis entitled "Financing of Private Sector Food 
Processing Units of Delhi since 1991" goes into depth of all financial 
facets of the industry with an objective to make suggestions for greater 
competitiveness in global environment. 
Any firm engaged in creating values by processing plant on animal 
material which is consumed for nutrition, sustenance and growth, is 
called Food Processing Unit. The broad category that falls under Food 
Processing are fruits and vegetable processing, food growing milling, 
dairy products and sugar. Beverages like tea and coffee. Cocoa products 
like chocolates, confectionaries, edible oils and vanaspati, tobacco and 
tobacco based products. Processing and refrigeration of poultry and eggs, 
meat and meat products. Processing of fish, fishing and fisheries beyond 
territorial waters, specialized packaging for Food Processing Industries. 
Beer, alcoholic drinks from molasses base, aerated waters, soft drinks 
and other processed food. 
At present, food processing industry's size in India is estimated 
around Rs. 2,00,000 crores of which, more than 42 per cent is in 
unorganized sector of the food processing industries, the oils and fats 
contribute 36 percent, followed by dairy products 18,9 percent). Cold 
beverages 15.6 per cent) confectionery 3.5 percent and processed fruits 
and vegetables 1.3 percent. Since 1991, the growth of processed food 
units has increased significantly 3925 in July 2001. The new types of 
units are horticulture; livestock and cereals products have been 
increasing since the reform period. 
The Food Processing Industries is growing at an average rate of 20 
per cent annually. 
Looking into the Indian food habits, some companies are moving 
away from primary processing to high value products like fruits juices, 
dehydrated foods, individually quick frozen foods etc. A wide range of 
fruit juices from the fruits like guava and papaya has also been 
introduced by some of the companies. Similarly, concentrates of guava 
and papaya have been showing a food acceptance in export basket. A few 
companies are experimenting on to blend new fruit beverages, such as, of 
watermelon, litchi and ^apota pulp etc. Due to relatively high profit 
margin, the food processing industry has been accorded "Sun-rise 
Industry" status by industrialists and policy makers. Although, the food 
processing industrial units have attracted Rs. 61,427 crores private 
investment in the first five years of reforms, the industry has failed to 
register the desired level of growth due to various shortcomings. To 
overcome some of these problems in the 9th plan, an investment of 
around Rs. 10,000 crores has been proposed particularly in the areas of 
(i) Processing of fruits and vegetables, (ii) Infrastructure development, (iii) 
Manpower development and (iv) Research and development (RSsD) 
studies. 
The following firms are renowned in the industry of Food Processing 
and hold a m '^or share of Delhi market: 
1. Kamakhya Fresh Foods Ltd., 
2. M/S Hari Narain Gokal Chand, 
3. Hamdard (Wakf) laboratories, 
4. Universal Glass Pvt. Ltd., 
5. Asiatic Agencies, 
6. BafnaAgro, 
7. Flora Technology Ltd., 
8. Funna International, 
9. H.S. Bajaj and Sons, 
10. Vania and Sons, 
In Delhi hotel industries is also flourishing and one section of every 
hotel comes under the definition of processed food i.e., kitchen. 
Following are the objective of the study: 
(i) To study the growth pattern of Delhi food processing units. 
(ii) To study overall pattern of financing of Delhi food processing 
units. 
(iii) To identify the gray areas which hamper the growth of Delhi food 
processing units in post-liberalization phase 
(iv) To carve out strategy for better and efficient operation of Delhi 
food processing units. 
(v) And finally findings of the study have been concluded based 
thereon suggestions and recommendations have been preferred 
for pragmatic implementation. 
The following is the scope of the study: 
The food processing industry in India has often been characterized 
as finance starving industry. As a result, this industry has suffered 
greatly in the past with multifarious problems. The present study has 
been undertaken to examine the financing trend of food processing 
industry with special reference to Delhi units in post libralisation period 
i.e. from 1991 onwards. The study has mainly focused on the financial 
performance of Delhi food processing industry and has also undertaken 
under the gamut of the study the dimensions pertaining to financing, 
such as, cost of capital, capital mix, capital structure, profitability, 
productivity and overall efficiency measurement. The problems arising 
out of financing these units had been threadbare examined and critically 
dealt with to arrive at conclusion for carving out the strategy for efficient 
financing pattern consequent upon impressive profitability and efficiency 
outcome. 
The following is the significance of the study: 
The present study have made significant contribution to the 
existing stock of knowledge on the subject matter, it has opened up areas 
for further researches other than those tackled in the present study. 
Food Processing Industry occupies a pivoted role in green revolution. 
The study takes into account following measures areas of financial issues 
of the Food Processing Units of Delhi: 
1. Capitalization 
2. Capital Structure 
3. Cost, Return and Risk 
4. Impact of Capital Leverage on the Value of the Food Processing 
Units. 
5. Financial Environment-Monetary Policy and Fiscal Policy. 
The research scholar has delved into vast literature on financing. The 
exhaustive bibliography amply bears out the extent of references to 
the works to the eminent authors. Nevertheless, the research scholar 
modified the approach to the financing problems by forging 
accounting and statistical tools for evaluation of the financial data for 
the period 1990-2000, a decade. The following findings: 
1. In capitalization it is seen that the Food Processing units are 
under capitalized. The cost of capital is less then the rate of return. The 
best efforts of the Food Processing Units of Delhi to expand, modernize 
and develop have not succeeded with easy access to capital market. The 
research scholar has found that the industry would continued to 
shackled with restricted access to capital market till it is organized as 
joint stock companies. The equity and the reinvestment of profit is the 
only option to finance limited expansion and modernization. 
The research scholar has applied the test of economy of scale. The 
Food Processing Industry of Delhi is predominately small scale industry. 
It consists of tiny, cottage units to the tune of 80 per cent. In other words 
and the large units are for and between. However, 80 per cent if the 
industrial wealth is in the health of 20 per cent of the large units and the 
medium units. It is a sigh of small units to disappear ultimately because 
of small capital, traditional technology and changing pattern of food 
products. The small units would eventual lose market to the giants in the 
liberalized business environment. 
The long term strategy for capitalization would reflect both the 
policy of the management and the response of investors in the capital 
market. The fusion is possible for the management if it achieve the 
expected rate of return. 
The pattern of financing of food processing units of the Delhi 
largely depends upon the equity to finance for their projects. This clearly 
proves that the debts were marginally used by Delhi's food processing 
units. The reason is the house hold nature of the business i.e., small 
scale industry. The tiny units do not have well organized accounting 
system. As a matter of the unit insistence on safety the small units are 
averse to loans. The small units do not create reserves for the 
investment. The number of units has not increase during the period 
under review. However, there has been substantial increase in the capital 
to finance long term capital requirements and to meet the requirements 
of the working capital. It may be observed that the new units are not 
much increasing as a result of the state policy to make Delhi free of 
industrial hub. 
Debt / equity ratio suggests that Delhi units are resorting to 
financial leverage for a maximum cost of capital. The Debt/Equity ratio is 
below one (< 1). It reveals emphasis on safe financing policy of the food 
processing units. 
In fine the Food Processing Industry in India is mainly in the 
unorganized sector. However, the trend there is movement towards the 
organizational reform of small units as firms in place of sole 
proprietorship. The areas in which considerable interest has been 
evinced include fruit and vegetable processing, consumer and infant 
foods. There is vast lec wag in the processing of vegetables and fruits in 
the country and the actual output. It is just 2 per cent of the total out 
put of vegetable and fruits that the Food Processing Industry is using to 
manufacture products. The Food Processing Units are hampered by low 
consumption of processed food, high cost - that an average consumer 
cannot afford and the problems of inadequate infrastructure. The Food 
Processing Units have to make the marketing campaign effective to raise 
demand. 
However, the scope for expansion in Food Processing sector is 
enormous. There are specific areas where indigenous efforts should take 
a cue from the achievement of other countries e.g. China, USA, UK, in 
modernizing the Food Processing Industry. The state has got to develop 
infrastructure, provides subsidies to farmers and setup counselling 
centres for the guidance of the growers. It would be helpful to make 
green revolution ever lasting for industry, farmers and consumers. 
Research will be the foundation for the food and nutrition security. 
•Strategies are needed to focus on poverty alleviation nutrition originated 
agricultural production and enhanced function of market and trade. 
The strategy must be evolved to achieve long term objective of 
consumer's welfare, workers welfare and the welfare of the owner 
together with benefit for the farmers. 
In 1977 the government of India paid considerable attention by 
promulgation of exclusive policy a measure for the development of this 
sector. However, nothing concrete was obtained in terms of 
implementation of these policies. This industry continued to suffer in 
terms of lack of term loan, working capital loan. The loans available to 
this industry was an exorbitant cost. The security margins was very high, 
there was no venture capital assistance and insurance cover. Incentives, 
concessions, tax holidays and other sub benefits were nor easily 
available to these sector. For promotion of exports, the infrastructural 
and other subsidiary facilities were scantly available. 
Most of the agro-industrial products are seasonal and hence, have 
shelf life with high degree of reskiness. In this circumstances, 
requirement of working capital is substantial which generally small scale 
industry do not maintain leading to severe financial crunch as a result 
individual business cycle slows down severely affecting overall marketing 
of the product. 
The availability of term loans and working capital loans to the 
small scale entrepreneurs is subject to a lot of redtapasim and nepotism. 
On account of these sum times entrepreneurs do not get fund on time as 
a result many of the profitable projects are not availed of. 
The indirect in the form of advertisement cost, distribution cost 
and other allied cost pertaining to marketing of products are veiy high. 
Generally the small scale industry are unable to bear the burnt of these 
coast and thus, fins themselves handicapped to compete with others in 
the market. This industry suffers from excessive warehouse cost, storage 
cost and wastage cost and demurrages charges which ultimately add to 
the total exports and as a consequence less margin of exports earnings. 
One of the most serious drawbacks of the small scale industry is that 
they generally avoid preparing feasibility report which leads to all sorts of 
mismanagement in financial management, production management, 
inventory management, cost management, sales management etc. 
In the present study, it has been observed that the short term 
financing of Food Processing Industry of Delhi is low as compared to all 
India short terms funds of Food Processing Industry. It is felt that most 
of the Delhi's Food Processing Industries are facing problem in the 
raising adequate short term finance due to limited access to banking 
facilities for short term funds. 
The inception of liberalization and globalization has opened up new 
avenues for development and the growth. Some of the Food Processing 
Units of Delhi have financial problems to induct modem system of 
production. They have not been able to replace the obsolete plants and 
machine due to lack of proper and timely arrangement of finance. These 
units are suffering from inadequate funds for modernization and 
expansion. 
Delhi's Food Processing Units sales is not satisfactory enough. The 
negative and slow growth in the sales is ascribed to poor marketing 
intermediaries, week marketing penetration and lack of professionalism 
in marketing approach. 
Through the Food Processing Industry possess great deal of exports 
potentialities yet this does not adequate financing projects besides tough 
competitions faced by them from foreign companies. Economic slow 
down the world over in general India in particular has created 
tremendous pressure on long term investment. 
Besides, cost of capital of Delhi Food Processing Units high because 
of main reliance on equity which is costlier than the loans. The Food 
Processing Units do not much avail of the benefit of financial leverage. 
Delhi's Food Processing Industry has witnessed wide range of fluctuation 
during the period under study. This fluctuation indicates that industry 
can easily raise the equity capital. But due to inconsistent profit and 
dividend declaration the capacity to raise the capital is hampered to 
some extent. Though cost of debt is cheaper and it is available at a 
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competitive rate yet it need an improvement. So that Delhi units can 
easily finance their technological up-gradation projects. 
Government policies and concessions directly aimed at promoting 
Food Processing Industry:-
Looking to the importance of the government liberalized policies 
and their direct impact on the growth of this industry. The main features 
are given below: 
a. Compulsory licensing, milk foods and those reserved for 
small scale industries have been put under list of "high 
priorit}^ industries for development. 
b. Processed food sector has been thrown open for foreign 
equity investment. 
c. Automatic approval upto 51 per cent equities allowed in 
high priority industry listed of industrial policy resolution 
1991. 
d. Automatic approval upto 100 per cent equity investment 
in high priority is allowed for NRI's. 
e. Automatic approval for foreign technology approvals and 
payment of royalty etc. 
Fiscal Concession in Respect of Food Processing Industiy:-
1. Following processed food products do not attract access duty:-
a. Fruits and vegetables products. 
b. Meet and Poultry products. 
c. Fish and crustacean products. 
d. Majority of cereal based products. 
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e. Soya based products. 
f. Most Milk product. 
2. Excise duty on most Food products except for sweetened 
aerated beverages and cocoa products have been reduced. 
3. Excise duty on capital goods for Food Processing Industries 
reduced. 
4. Excise duty on packaging material for Food Processing 
Industries reduced. 
5. Customs duty on capital goods for food industries reduced to 25 
per cent. 
6. Customs duty on most additives and ingredients for Food 
Processing Industries reduced. 
Excise Policy in respect of Food Processing Industries: 
1. Import of second hand capital goods allowed. 
2. Processed food export decanalised. 
3. Minimum export price has been done away with in case of most 
processed food. 
4. Export oriented units enjoy substantial concession including 
tax holiday for 5 years. 
5. 100% Export Oriented Units for Food Processing Industries are 
allowed sale upto 50 per cent of production in domestic tariff 
area (except for alcoholic beverages). 
6. Export of milk food decanalised. 
Future of the Food Processing Industry: 
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Electricity Board should give to priority consideration for the conversion 
of rural feathers into industrial feeders for these industrial units. The 
state Government should however endeavor to persuade these industries 
to be set up very close to the existing circuit. 
In order to ensure that these industries do not suffer for want of 
adequate and quality power they should be encouraged to set up their 
own captive power generation units. 
HRD also needs synergetic and systematic efforts to be made for the 
purpose of educating and training the potential employed of these 
industries. For this purpose, an action plant should be drawn up within 
3 months in associations with education/Agriculture/horticulture/ 
fisheries/Labour Industries Department, universities of Agricultural 
science, Agricultural colleges, polytechnics Industrial Training Institutes. 
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Because of the liberal government and other development 
measures being taken the future of the industry look very bright. The 
production base is being enlarged, modern methods of cultivations are 
being adopted thus improving the productivity and cutting the per unit 
cost. To some extent cold chain is being provided which will help in 
retaining quality, freshness and reduce post-harvest losses. With the new 
hybrid varieties being added the production season is also extended. 
These developments shall result in the greater availability of 
quality raw materials to the industry thus resulting in better capacity 
utilization and producing a wider range of products and of international 
quality. The quality is now the watch-word for success. 
The multinationals now entering the food industry have an 
international marketing network and have their brand loyalties all over 
the world. This will enable the Indian products reaching all over the 
world in the form of packing required. With the rise in the per capita 
income particularly of the middle class a drastic change in the food 
habits has been noticed. This will lead to a increased domestic 
consumption of processed food stuff. 
Uninterrupted electrical power of consistent quality is an important 
input for these industries, particularly the cold storage units. Some of 
these industries are seasonal in nature. It is likely that many of these 
industries should come up in the rural areas. It has therefore been 
decided that all these industries feeders and in order to ensure this, State 
13 
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PREFACE 
The liberalization of world trade in food processing has opened 
up new vistas of growth. Food processing sector is one of the areas in 
which India has an inherent strength to dominate the global markets. 
As we move away from an economy of scarcity to an economy of 
plenty, it is now both possible and necessary for us to fix our sights on 
the vast opportunities in the export market. At the same time, our 
country also stands exposed to price fluctuations in the world market. 
India can avoid the pitfalls and seize the prospects of freer global trade 
in food processing only if we treat this as a national mission fully 
mobilizing the vast pool of our people's traditional knowledge and 
should harness advanced technology to make India as leading food 
processing power in the world in the 21®^  century. 
A strong and effective food processing sector plays a significant 
role in the diversification and commercialization of agriculture, 
improvement in value addition of agricultural produce, generation of 
employment in rural areas, enhancing the income of farmers and 
creation of surplus for export of agro foods. India processes only a 
minuscule 1.8 to 2 per cent of the food produced, whereas Thailand 
processes 30 per cent, Brazil 80 per cent while the USA and UK 
processes as high as 60 to 70 per cent of food produced exhausting 
sizeable amount of their central outlays. 
At present, food processing industry's size in India is estimated 
around Rs. 2,00,000 crores of which more than 42 percent is in 
unorganized sector of the food processing industries, the oils and fats 
contribute 36 percent, followed by dairy products (18.9 percent) cold 
beverages (15.6 percent), confectionary (3.5 percent) and processed 
fruits and vegetables (1.3 percent). Since 1991, the growth of 
processed food units has increased significantly Rs. 3925 in July 2001. 
The new types of units in horticulture, livestock and cereals products 
have been increasing since the reform period. Investment worth nearly 
Rs. 18,000 crores has been approved by the government, for agro-
process products covering cereals, meat and poultry, deep see fishing 
fruits and vegetables, milk and milk product and soft drink. 
The problem of infrastructure development for food processing 
industry is a major one and cannot be solved in short span of time. The 
state government which are very strong in agriculture and horticulture 
base, have other priority problems and do not have the strength and 
will to investment in the area of food processing industries particularly 
in infrastructure development. Lack of finance also makes small and 
medium sized units valuable. Agro processing projects are the recent 
introduction and also have high risk. Generally, because of poor record 
of the companies, financial institutions and banks sometimes reject 
their proposals, but entrepreneurs are blaming failure entirely to the 
bank. The enormous amount of investments will be needed to upgrade 
and modernize the existing food processing industry. 
The present thesis has been undertaken by the Researcher to 
study the varied aspects and dimensions of financing pattern of Food 
Processing Industry of India making a case study of Delhi Food 
Processing Units. 
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Chapter - 1 
INTRODUCTORY FRAMEWORK AND DESIGN OF THE STUDY 
1. Introduction: 
The present thesis entitled "Financing of Private Sector 
Food Processing Units of Delhi since 1991" goes into depth of 
aU financial facets of the industry with an objective to make 
suggestions for greater competitiveness in global 
environment. 
Any firm engaged in creating values by processing plant 
on animal material which is consumed for nutrition, 
sustenance and growth, is called Food Processing Unit. The 
broad category that falls under Food Processing are fruits and 
vegetable processing, food growing milling, dairy products 
and sugar. Beverages like tea and coffee, Cocoa prducts like 
chocolates, confectionaries, edible oils and vanaspati, tobacco 
and tobacco based products. Processing and refrigeration of 
poultry and eggs, meat and meat products. Processing of fish, 
fishing and fisheries beyond territorial waters, specialized 
packaging for Food Processing Industries. Beer, alcoholic 
drinks from molasses base, aerated waters, soft drinks and 
other processed food. 
At present, food processing industry's size in India is 
estimated around Rs. 2,00,000 crores of which, more than 42 
per cent is in unorganized sector of the food processing 
industries, the oils and fats contribute 36 per cent, followed 
by dairy products 18.9 per cent). Cold beverages 15.6 per 
cent) confectionery 3.5 per cent and processed fruits and 
vegetables 1.3 per cent. Since 1991, the growth of processed 
food units has increased significantly 3925 in July 2001. The 
new types of units are horticulture; livestock and cereals 
products have been increasing since the reform period. 
The Food Processing Industries is growing at an average 
rate of 20 per cent annually. 
Looking into the Indian food habits, some companies are 
moving away from primary processing to high value products 
like fruits juices, dehydrated foods, individually quick frozen 
foods etc. A wide range of fruit juices from the fruits like 
guava and papaya has also been introduced by some of the 
companies. Similarly, concentrates of guava and papaya have 
been showing a food acceptance in export basket. A few 
companies are experimenting on to blend new fruit beverages, 
such as, of watermelon, litchi and sapota pulp etc. Due to 
relatively high profit margin, the food processing industry has 
been accorded "Sun-rise Industry" status by industrialists 
and policy makers. Although, the food processing industrial 
units have attracted Rs. 61,427 crores private investment in 
the first five years of reforms, the industry has failed to 
register the desired level of growth due to various 
shortcomings. To overcome some of these problems in the 9th 
plan, an investment of around Rs. 10,000 crores has been 
proposed particularly in the areas of (i) Processing of fruits 
and vegetables, (ii) Infrastructure development, (iii) Manpower 
development and (iv) Research and development (R&D) 
studies. 
The following firms are renowned in the industiy of Food 
Processing and hold a major share of Delhi market: 
1. Kamakhya Fresh Foods Ltd., 
2. M/S Hari Narain Gokal Chand, 
3. Hamdard (Wakf) laboratories, 
4. Universal Glass Pvt. Ltd., 
5. Asiatic Agencies, 
6. BafnaAgro, 
7. Flora Technology Ltd., 
8. Funna International, 
9. H.S. Bajaj and Sons, 
10. Vania and Sons, 
In Delhi hotel industries is also flourishiag and one 
section of every hotel comes under the definition of processed 
food i.e., kitchen. 
Profit is the excess of net income over the cost of capital 
for the investor employer's compensations can be easily paid 
off i.e., total emoluments and supplements to emoluments 
i.e., contribution to provident and other funds workman and 
staff welfare expenses. 
Net income represent the factor share of employees and 
entrepreneur in the value added and is obtained by deducting 
by the rent paid and interest paid from the value added. 
Income is sufficient to meet the expenses. 
In today's liberalized policy environment, India makes a 
favourable location for investment in food processing sector 
for both Indian and foreign investors. The special attraction 
include a huge latent market within the country, availability 
of raw material and potential for further development of raw 
material resources and the high priority according to this 
sector by the government. Another attractive resource of India 
is its manpower with technical education and skills at various 
levels, whose cost are considerably lower than in developed 
country. 
All Food ProcessiQg Industries other milk food, malted 
foods and flour and a few items reserves for the small scale 
sector are included in the list of high priority industries 
eligible for automatic approval for 51 per cent foreign equity 
participation. There is no requirement for obtaining an 
industrial license for setting up or expending capacity ia a 
Food Processing Industry. 
2. Problem Areas: 
Following are the major problem areas of the study: 
(i) To make study related to overall financing pattern of 
food processing industry of India as well as Delhi unit 
(ii) To investigate the pattern of fixed charge source of 
capital and the extent of financial leverage. 
(iii) To study the cost and return trend in Indian food 
processing industry with special reference to Delhi 
unit. 
(iv) To study the growth potential of the food processing 
industry as well as to Delhi unit. 
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(v) To critically examine the trend in the net income and 
sales in food processing industry. 
(vi) To highlight problems related to financing food processing 
industry of Delhi units in post liberalization phase. 
3. Review of Literature: 
With the advent of liberalization and globalization, the 
Indian Industries have undergone a sea change in their 
overall modus operandi, owner ships areas of activities, 
product mix strategies and planning etc. The entry of MNCs 
and TNCs in Indian economic arena has posed yet another 
challenging task to the domestic industries to grapple with. 
However, in the changing economic milieu, the role of Food 
Processing Industries in India has assumed ever greater 
significance. The study is novel effort as there is a dearth of 
related literature on the subject. However, in the succeeding 
paragraphs literature related to studies on financing of 
private sector food processing units of Delhi sine 1991 has 
been made. 
James E. Austin^ in his book entitled, "Agro-Industrial 
Project Analysis-Critical Designed Factors", has made a 
critical study with regard to agro-industrial project taking into 
considerations the parameters, such as project feasibility 
report, projects techniques, project evaluations techniques, 
project review and control. The treatise is an interesting 
compendiun on varied aspects of agro-industries and agro 
industrial projects. 
James G Brown and et.al.^ have authored a book on Agro 
Industrial Investment and Operation. The book presents 
detailed accounts with regard to pattern of investment in agro 
industries. This book also deals with the operation efficiency 
of agro industries in general. 
Malhotra, Vikram^ in his book entitled "Food Processing 
Industries in India-Investment Opportunities", has dwelt 
upon the pros and cons of investment opportunities in food 
processing industries in India especially in post liberalization 
regime. The book provides an insight into the investment 
opportunities available in food processing industry with 
various relaxation incentives accorded by the government for 
the development of this industry. 
Negi J.P. and others'^  have authored a data book on Indian 
horticulture. This book is a treasure of statistics on the 
different aspects of Indian Horticulture. 
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Sareen K.P.s in his book entitled, "Infrastructure for Food 
Processing Industries. A growing Need" presents detailed 
analysis with regard to availability of infrastructure for the 
growth and development of food processing industries in 
India. Mohnot S.R,® has prepared a comprehensive industrial 
data book on the food processing industries in India. 
In the post libralisation regime a good number of articles 
and research papers has appeared in different journals and 
periodicals in India dealing with the subject matter of food 
processing industry in India in the succeeding paragraphs a 
literature on the subject-matter of food processing industry is 
reviewed. 
Gogai Tarun^ in his article entitled, "All for Food and Food 
for All has presented detailed accounts of deregulation of food 
processing industry under the small scale sector as further 
described the different dimensions of production and 
productivity of agriculture and allied activities. A report on 
Working Group® on Argi-Export of five year plan was 
presented by the government of India on the Agri-product and 
other related matters®. 
Dadibhavi and others^o in their article entitled, "Growth of 
Agro Processing Industries in India", have dealt with the 
problems of under utilization of capacity, erratic supply of raw 
materials, demand constant, infrastructural bottlenecks and 
many times higher taxes. Considering the comparative 
advantage that India possesses ia respect of these industries, 
suitable policy interventions need to be undertaken to exploit 
the potentialities. 
Somayai and others^^ in his article entitled, "A Status 
Paper as Cashew Processing Industry", has dwelt upon 
production of raw cashew aspect and covered the other areas 
like market competition, processing and packaging. 
Shete, N.B.12 in his article entitled, "Problems and 
Prospects of Financing Agro Processing Industry in India", 
has dwelt upon the different dimensions of agro-processing 
industry and prospective potential of Agro-industrial 
processing in India. The author opines that the potential for 
agro-processing industry is largely linked to the relative 
abundance of raw material and low labour cost is sound and 
logical. 
Bhatnagr, P.S.^ ^ his article, "Food Processing Industries 
- A Sunrise Sector", opines that the growth potential of 
India's food industry is enormous. It has also shown a 
tremendous potential for exports. The Industry, however, 
10 
needs to adopt the latest technologies to inject greater 
efficiency and achieve cost effectiveness. 
Khanna Perminderi'^ in her paper entitled, "Horticulture 
Processing Problems and Prospects", seeks to signify the fact 
that exports of the food processing sector in general, and 
fruits and vegetables in particulars, hold the promise of 
transforming rural India from its backwardness and 
propeUing it into the mainstream of the world economy. A lot 
needs to be done to tune our attitude and approach before 
the available opportunities can be addressed to and exploited. 
Prusty S.R.i® in his paper entitled, "Food Processing Industry" 
explains that the industry (both organised and unorganised 
players) has been identified by the government as a thrust 
sector mainly on account of high employment generation 
avenues and increase in value added out put. 
4. Research Gap 
A host of articles and research paper dealing with 
problems and prospects of food processing industry in India 
has appeared in Journals, papers periodicals, business 
dailies, reports of national repute^®. However non of these 
have specifically dealt with the pattern of financing food 
processing industry in India in general and Delhi in particular 
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specially in the post liberalization regime. The present thesis 
is an attempt by the Research Scholar to deal with the 
subject matter on food processing industry in India with 
special reference to Delhi units focusing mainly pattern of 
financing and investment vis-a-vis the new economic policy. 
The present study have wide utilization and it also 
contribute to the existing stock of knowledge on the subject 
matter, it has opened up areas for further research other than 
those tackled in the present study. 
5. Objectives of the study: 
Following are the objective of the study: 
(i) To study the growth pattern of Delhi food processing units. 
(ii) To study overall pattern of financing of Delhi food processing 
units. 
(iii) To identify the gray areas which hamper the growth of 
Delhi food processing units in post-liberalization phase 
(iv) To carve out strategy for better and efficient operation of 
Delhi food processing units. 
(v) And finally findings of the study have been concluded 
based thereon suggestions and recommendations have 
been preferred for pragmatic implementation. 
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6. Scope of the Study: 
The food processing industry in India has often been 
characterized as finance starving industry. As a result, this 
industry has suffered greatly in the past with multifarious 
problems. The present study has been undertaken to examine 
the financing trend of food processing industry with special 
reference to Delhi units in post libralisation period i.e. from 1991 
onwards. The study has mainly focused on the financial 
performance of Delhi food processing industry and has also 
undertaken under the gamut of the study the dimensions 
pertaining to financing, such as, cost of capital, capital mix, 
capital structure, profitability, productivity and overall 
efficiency measurement. The problems arising out of 
financing these units had been threadbare examined and 
critically dealt with to arrive at conclusion for carving out the 
strategy for efficient financing pattern consequent upon 
impressive profitability and efficiency outcome. 
7. Hypotheses of the study: 
Hypothesis #1; There is a significant difference between 
growth rate of owned capital and borrowed capital for 
Food Processing Industry in India. Let us assume the null 
hj^pothesis that there is no significant difference between 
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growth rate of owned capital and borrowed capital Food 
Processing Industry in India during the study period. 
Hypothesis #2: There is significant correlation between 
exports and profit of Food Processing Industry for aU India 
and Delhi in particular during the period under review. 
Hypothesis #3; The growth rate of employment was 
significant in the Food Processing Industry for India and 
Delhi. Let us take the null hypothesis that the growth rate 
of employment was not significant in the Food Processing 
Industry for India and Delhi. 
Hypothesis #4: There is significant positive correlation 
between financial leverage and return on net worth of 
Food Processing Industry in Delhi during the study period. 
Let us assume that there was no or zero correlation 
between financial leverage and net worth in Food 
Processing Industry in Delhi during the study period. 
8. Research Methodology Adopted: 
The facts and figures analyzed in the thesis are based on 
scientific method in consonance with principles of thesis 
writing. The statistical data have been gathered and collected 
from the different sources i.e. primary and secondary sources. 
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However the Research Scholar has depended more on 
secondary sources of information than the primary on 
account of unwillingness on the part of the organization to 
part with the requisite data. 
a. Study Approach 
The present is mainly based on secondary data called up 
from published and unpublished materials. The research approach 
of the present study entails a careful and thoughtful analysis of 
the earlier researches and writing on food processing industry in 
India. As a matter of fact, it is to be accentuated that the nature of 
the present study is descriptive, exploratory and analytical and 
then suggestive. 
b. Data Collection 
The data and relevant statistical information has been 
gathering from different sources they are enlisted as follows:-
i Report of working group on Agri-Export foe government of 
India - ninth five year plan, 1997, Ministry of Commerce, 
New Delhi. 
ii Report of the Ministry and Agriculture, Government of India, 
1997. 
iii Industrial Data Book - 2000 - 2001, Centre for Industrial 
and Economic Research. 
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iv Delhi Statistical Hand Book, Directorate of Economics and 
Statistics, Government of National Territory of Delhi, 1999. 
V Industrial Profile of Delhi, Commissioner of Industries, 
Government of National Capital, Territory of Delhi, 1999. 
vi Economic Survey, Ministry of Finance, New Delhi, (Various 
issues). 
vii Survey of Industries. 
viii Various Journals, Periodicals and Business Dailies of 
National and International Repute, such as Capital Market, 
Yojana, Business Today, Business World, Chartered 
Accountant, Chartered Financial Analyst, Journal of 
Commerce, Productivity, Prabandh and Monthly 
Commentary.. 
ix Private pressure group reports. Survey and snippets of 
FICCI, ACHOCHAM, CII and PHD Chamber of Commerce. 
C. Data Analysis and Interpretation 
The Study procedures and analysis involved the following 
steps: 
Average and trend analysis have been made to work out the growth 
rate of numerous variables, such as number of factories, long term 
investment, short term investment, sales, exports, equity capital, 
debts, dividends, interest and etc. 
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Ratio analysis is another very important statistical tool used for 
the present study to determine the liquidity, solvency and 
profitability of food processing industry of India with special 
reference to Delhi units. 
9. The Private Sector Conceptualized For the Study: 
The Industrial Policy Resolution of 1956 provides the basic 
framework of the overall industrial policy of the Government. 
Industrial Policy Statement of 23rd July 1980 marks significant 
milestone in the development of small-scale industries in the 
country. Large, medium and small units have assigned a 
mutually complementary role with a view to facilitate an 
integrated and harmonious growth of industrial sector as a 
whole. The plan objective of economic growth with social 
justice is also kept in view in the overall strategy of industrial 
development. 
New Industrial Policy announced on July 1991 has 
reiterated the importance of the small-scale sector. As a 
sequel to that, Government had announced "Policy Measures 
for promoting and strengthening Small, Tiny and Village 
Enterprises' on August 1991, to provide further impetus 
and small sector. As per this Policy Statement, the primary 
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objective of the small scale industrial policy during the 
nineties would be to impart more vitality and growth impetus 
to the sector to enable it to contribute mite fully to the 
economy particularly in terms of growth of output, 
employment and exports. Promotion of entrepreneurship 
particularly among women, enactment of a suitable legislation 
to ensure prompt payment of small industries bills, 
introduction of limited partnership act to enhance supply of 
risk capital to small scale sector, implementation of special 
schemes for modernization, technology upgradation and 
quality control integrated infrastructure development and 
further promotion of internal marketing and exports are some 
of the measures outlined in this regard. To provide access to 
the capital market and to encourage modernization and 
technological upgradation, equity participation by other 
industrial undertakings in small-scale industries not 
exceeding 24 per cent of the total share folding is proposed to 
be allowed. It is proposed to widen the scope of the national 
equity fund the total share holding is proposed to be allowed. 
It is proposed to widen the scope of the National Equity fund 
scheme and single window schemes and to make composite 
loan under the single window scheme also available through 
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commercial bank. While the small-scale sector (other that tiny 
enterprises) would be mainly entitled to one time benefit, tiny 
enterprises would be eligible for additional support on a 
continuing basis including easier access to institutional 
finance, priority in government purchase programme and 
relaxation from certain provision of Labour Laws. And above 
all, rules and procedures applicable to small-scale units 
would be further simplified. 
Small Industries Sector: 
The spectrum of industries in the country extends from 
organized large and medium industries to modern small Scale 
Industries and unorganised traditional industries. The last 
two (i.e. modern small-scale industries and unorganised 
traditional industries) known as Village and Small Industries 
(VSI), constitute an important segment of the economy. 
According to Seventh Five Year Plan, the VSI sector provides 
maximum employment (413.39 lakhs in the year 1989-90) 
next only to the agricultural sector and accounts for about 54 
per cent of the total exports of the country. In terms of value 
added, it is estimated to contribute about 50 per cent of value 
added in the manufacturing sector. The growth in this sector, 
besides resulting in preponderance of self-employment and 
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wider dispersal of industrial and economic activities, ensures 
maximum utilization of local resources, both human and 
material. 
The VSI Sector has been divided into different sub-sectors 
for the purpose of administering assistance programmes, and 
specialised institutions have been created to look after each of 
the sub-sectors at national level. The sub-sectors of the VSI 
sector and the concerned agencies are Usted below: 
S.No. Sub sector Implementing Agency 
1. Khadi and village 
industries 
Khadi and village industries 
commission (KVI Boards in states) 
2. Handlooms (All India handloom Board) 
Development commissioner, 
Handlooms 
3. Handicrafts (All India handicrafts board) 
Development Commissioner, 
Handicrafts 
4. Sericulture Central Soil Board 
5. Coir Coir Board 
6. Power loom Textile commissioner 
7. Small scale 
industries 
(Small scale industrious Board) 
Development Commissioner (small 
scale industry) 
The first five sub-sectors are termed as Traditional 
Industries. The small-sale industries are now known to 
manufacture a wide range of over 7400 products and 
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accounts for about seventy per cent of the gross output of the 
Sector, The office of the Development Commissioner (Small 
Scale Industries) under the Ministry of Industry at the Centre 
along with its office at the State Level is the nodal agency for 
promotion of the small-scale industries. The modern small 
scale industries under its purview are, therefore, also known 
as SIDO industries, State governments are primarily 
responsible for the promotion and development of the small 
scale sector, under over all guidance from SIDO. 
Definition of Small Scale and Ancillary Industrial 
Undertaking: 
The definition of small scale industrial undertaking and 
ancillary industrial undertaking has undergone changes 
mainly keeping in view the prices escalation over the past few 
years small scale industries have been defined in terms of the 
upper ceiling of investment in plant and machinery (original 
value) alone since 1966. The investment ceiling for plant and 
machinery (original value) which was then fixed at Rs. 7.5 
lakhs in the case of small scale industry units and Rs. 10 
lakhs for ancillary units has been revised upwards four times 
thereafter as detailed below: 
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Year 1966 1975 1980 1985 1991 2000 
Description Investment ceiling for plant and machinery 
(Rs. In lakhs) 
Small Scale 
Industries 
7.5 10 20 35 60 100 
Ancillary Industries 10 15 25 45 75 100 
Small Service 
Establishments 
2* 2* 
Export Oriented 
Small Scale 
Industries 
75 
Small Scale Service 
and Business 
(Industry related 
Enterprises (SSS 
BE) 
5 
Located rural areas and town with population of 5 lakh 
I. Small scale industrial undertaking: 
(a) An industrial undertaking in which the 
investment in fixed assets in plant and 
machinery, whether held on ownership 
terms, or on lease, or by hire purchase, does 
not exceed Rs. hundred lakhs. 
(b) In case of an industrial undertaking referred 
to in (a) above, the limit of investment in 
fixed assets in plant and machinery shall be 
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Rs, hundred lakhs provided the unit 
undertakes to export at least 30 per cent of 
the annual production by the end of 3rd year 
from the date of its comraencing production. 
II. Ancillary Industrial Undertakings: 
An industrial undertaking which is engaged or 
is proposed to be engaged in the manufacture of 
production of parts, components, sub-assemblies, 
tooling or intermediates or rendering of services 
and the undertaking suppliers or renders or 
proposes to supply or render not more than 50 per 
cent of its production nor services, as the case 
may, to one or more other industrial undertakings 
and whose investment in fixed assets in plant and 
machinery, whether held on ownership terms, or 
on lease, or on hire purchase, does not exceeds 
Rs. 75 lakhs. 
III. Tiny Enterprises and Industry Related 
Service Business Enterprises: 
The "tiny" concept was introduced in 1977. As 
a foUow-up on "Policy Measures for Promoting and 
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Strengthening Small, Tiny and Village Enterprises 
"laid in Parliament of 6th August 1991 the limits 
"Tiny Enterprises" was enhanced from Rs. 2 lakhs 
to Rs. 5 lakhs, irrespective of location of the unit. 
The small scale service and business (Industry 
related) Enterprises (SSSBE), with investment 
fixed assets, excluding land and building upto Rs. 
5 lakhs are also eligible for benefits as available to 
tiny units. 
Registration of Small Scale Units: 
A scheme of voluntary registration of small-scale units 
with the State Directors of Industries was introduced in 1960 
and such registered units were made eligible for different 
types of assistance by governmental agencies. Initially 
uniform norms for registration had not, however, been laid 
down with the result that some states had granted different 
registration number for different lines of manufacture to the 
same unit resulting in multiple registration. 
Registration is a two stages process. Provisional 
registration is granted to enable an entrepreneur to set up 
his/her unit. It entities a unit to approach different agencies 
for inputs at pre-production stage i.e. land, industrial shed, 
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raw material, loan etc. permanent registration is granted to 
the functioning units or those which are ready to commence 
production. Permanent registration is den on one time basis 
and renewal for the same is not required. 
A uniform set of application forms for provisional as well 
as permanent registration were evolved at the time of 
introduction of the revised registration procedure in 1975. 
With the passage of time and changing circumstances, there 
was a felt need to simplify the registration forms and has to 
make them self-coded to facilitate computerization. Such 
revised performance, both for provisional and permanent 
registration of small-scale industrial units was introduced 
during 1989. 
Promotional Agencies: 
The small industries Development organisation under the 
Ministry of industry, headed by the Development 
Commissioner (small scale industry) and ex-officio Additional 
Secretary to the Government of India, functions as an Apex 
Body and is the modal agency for formulating, coordinating 
and monitoring the policies and programmers for promotion 
and development of small scale industries in the country. It 
maintains close liaison with central Ministries, State 
governments, financial Institutions and other organizations 
concerned with the Development of small-scale industries. It 
provides a fairly comprehensive range of facilities and services 
including consultancy in techno-economic, managerial 
aspects, training, common facility services, common 
processing and testing facilities, tooling facilities etc. to small 
scale units through a network of small industries service 
Institute (SISs) and Branch Institutes, tool rooms, Process-
cum-Product Development centres. Regional Testing Centers, 
field Testing Stations and Specialized Institutions. 
The National Small Industries Corporation (NSIC) inter-
alia provides assistance to small entrepreneurs in procuring 
indigenous and imported machinery and equipment on hire-
purchase basis and assists them in marketing their product. 
At the State level, the Directors of Industries (DIs), the 
State Small Industries Development Corporations (SSIDC) 
and State Financial Corporations (SFCs) are the major 
Institutions. The DI is the Executive Agency for small 
industries sector and functions within the overall policy 
framework of Government of India. 
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The State Small Industries Development Corporations 
(SSIDCs) provide services by way of supply of raw materials, 
assistance in marketing and export of small-scale sectors 
products. They are also responsible for development of 
industrial Estates and allotment of sheds/plots in Industrial 
Estates/Areas. Various incentive schemes of the 
central/State Governments are also operated through 
SSIDCs. The SFCs provides term loans for the acquisition of 
fixed assets by small and medium units. 
District Industries Centres (DICs) provide the focal point 
at the district level for promotion of small, tiny village and 
cottage industries. The DICs aim at providing essential 
services and support to small industries under one roof. 
Initially the Industrials Development Bank of India (IDBI), 
National Bank for Agricultural and Rural Development 
(NABARD), and Industrial Finance Corporation of India (IFCI) 
provided refinance facilities to banks and SFCs for financing 
small-scale industrial sector. Small Industrial Development 
Bank of India (SIDBI) as a separate Apex Bank was set up in 
April, 1990 as the principal financial institution for the 
promotion; financing and development of industries in the 
small scale sector and in coordinate the functions of the 
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institution engaged in similar activities. The financial 
assistance by SIDBI is being channelised through existing 
credit delivery structure comprisuig state level institutions 
and banks; SIDBI provides refinance credit to the small scale 
sector through SFCs and other eligible lending institutions at 
concessional rates of interest, depending upon the amount of 
loan. Various important financial schemes as applicable to 
small-scale sector being operated through SIDBI include 
National Equity Fund, single window Scheme, Composite 
Loan Scheme, etc.^ ® 
10. Lay out of the study: 
The present thesis has been divided into six chapters. The 
First chapter entitled, "Introductory Frame Work and Design 
of the Study," furnishes framework of the study comprising of 
objectives, hypotheses, scope, significance and research 
methodology of the study. The private sector conceptualized 
for the study has also been dealt with in this chapter. 
The Second chapter entitled, "Business Environment for 
Food Processing Industry in Liberalizing Indian Economy", 
focuses on rules and regulations prevailing in the country 
and the government organizations and agencies which help in 
running and controlling the Indian food processing industry. 
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The Third chapter entitled, "Development of Food 
Processing Industry in India since Economic Liberalization" 
has thrown the light on the historical background, nature, 
status and potential of food processing industry in India. 
The Fourth chapter entitled, "Financing Pattern of Food 
Processing Units of Delhi since 1991" has dealt with the 
performance physical and financial appraisal of food 
processing units of Delhi since 1991. 
The Fifth chapter entitled, "Problems and Prospects of 
Food Processing Units of Delhi" has highlighted the problems 
faced by the food processing units of Delhi and the prospects 
together with the strategies to be adopted to prop up the Food 
Processing Industry of India with particular reference to Delhi 
units. 
The Final chapter entitled, "Summary and Suggestions" 
presents summary of the study and also gives suggestions to 
resolve the entangle of rules, regulations and government 
policy for the food processing units of Delhi. 
11. Significance of the Study: 
The present study have made significant contribution to 
the existing stock of knowledge on the subject matter, it has 
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opened up areas for further researches other than those 
tackled in the present study. 
12. Conclusion: 
This chapter has dealt with the introductory background 
of the study including emerging issues, comprehensive review 
of literature, and scope of the study, objectives and 
hypotheses of the study. It has also spelt out the methodology 
and design of the study adopted to analyse the data to arrive 
at the conclusion for carving out the suggestions and 
recommendations. 
The forthcoming chapter entitled, "Business Environment 
for Food Processing Industry in Liberalizing Indian Economy" 
focuses on the analysis of rules and regulations prevailing in 
the Indian economy to facilitate running and control of the 
Indian food processing Industry. 
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CHAPTER - II 
BUSINESS ENVIRONMENT AND FOOD PROCESSING 
INDUSTRY IN INDIA 
1. Introduction: 
The process of liberalization was originally initiated in 
the eighties. But it has gathered momentum since July 
1991, When the new government came to power and began 
to introduce a series of economic reforms. The policy 
changes are designed to integrate Indian economy into the 
global economy and exhibit a greater reliance on market 
mechanisms instead of physical and quantitative 
restrictions coupled with bureaucratic controls. 
There has been a substantial reduction in the number 
of areas reserved for the public section and also in number 
of areas requiring prior licenses form the government. 
There is now a provision for automatic clearance of direct 
foreign investments in specific industries designated as 
high parameters is also freely permitted. Large business 
houses no longer have to obtain permission for establishing 
new undertaking or for expansions mergers and takeovers. 
Import of a large number of items have been dechanalised. 
Development of critical infrastructure, improvements in 
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agricultural and industrial productivity, employment 
generation and increased foreign exchange earnings are 
national priorities. 
A large part of the food processing industry is in the 
small scale and household sectors. The government has 
encouraged the development of cooperatives in certain 
areas, such as, in the processing and making of fruits and 
vegetables, dairy products and fisheries. 
In the liberalized policy environment of today, India is a 
favourable location for global investment in the food 
processing sector. The special attractions include a huge 
potential market within the country, the availability of raw 
materials and latent potential for further development of 
raw material resources and the high priority accorded to 
this sector by the government.i 
2. General Regulatory Environment: 
(a) Regulation of Business: 
In the post globalization scenario government has 
changed its policy and attitudes towards regulation of 
industry and business. Basically it was meant for the 
simplification and easy setting up as well as operation 
of business. Industrial licensing requirement have been 
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made unnecessary for most industry. Government also 
approved another land mark in the pat of globalization 
that they have made easy processing for foreign 
financial and technical collaboration in identified, high 
priority industrial sectors, imports and exports are 
freely allowed except for brief negative list. Foreign 
exchange control have been eased. Government have 
liberalized market policy even though the use of foreign 
brands is allowed for sales in the domestic market and 
the control on price and distribution is being reduced 
and this is also seen that the controls gradually 
reducing on the expansion and the diversification of 
business. In case of market interest rate Government 
has also liberalized its terms and conditions. 
The principal regulatory agencies are the Secretariat 
of Industrial Approval (SIA) with in the Ministry of 
Industry of the central government, the Reserve Bank of 
India, the Director General of Foreign Trade, the 
Company Law Board, the Securities and Exchange 
Authorities.2 
(b) Licensing Systems: 
Licensing is a written permission to the government 
to manufacture and trade of a specific products. It 
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includes terms and condition with the location of the 
undertaking and capacity to manufacture or trade that 
specific goods. It is well aware that most of the 
industries are now being exempted from licensing 
requirement and only they have to file an industrial 
entrepreneur memorandum with the Secretariat of 
Industrial Approval (SIA) and another memorandum 
has to be filed at the time of commencement of 
commercial production. Government has exempted 
those unit which have the investment of Rs. 60 Laks 
and Rs. 75 Lakh respectively in their plant and 
machinery, to file these memorandum and they have 
required the registration with the director of industries 
of the concerned state government. Those undertaking 
which has plant and machinery of ancillary units Rs. 
75 Lakh or if they are proposed manufacture of those 
articles which are included in the list specific industries 
are subjected to compulsory licensing and the 
processing of licensing starts with Secretariat for 
Industrial Approval Government has mentions another 
para for licensing of those product which are being 
reserved for the state or is reserved for the small scale 
and ancillary sector. In the food processing sector there 
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are only three industries which are distillations and 
brewing of alcoholic drinks, sugar, animal fats and in 
areas reserved for the small scale sector the investment 
in food processing sector are exempted from Licensing 
requirement and investors only need to file a 
memorandum with Secretariat of Industrial Approval. 
Industrial licensing required in the cases of those 
industries located within the periphery of 25 Km of the 
urban areas except electronic, computer software and 
other notified non polluting industries. Those industries 
which are not accepted from licensing are required 
license for expansion, introduction of new product and 
even for change in the location of production unit.^  
(c) Foreign Investment Approval: 
Foreign collaboration business undertaking requires 
government's approval under either from Reserve Bank 
of India or from Government of India. The approval is 
considered automatic when the industries are high 
priority or trading companies engaged in export. The 
company which is being considered automatically 
approved for foreign investment upto 51 per cent of 
equity are as follows: 
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1. All food processing industries other than milk food, 
malted foods and flower but excluding items that are 
reserved for the small scale sector. 
2. All items of packing for the food processing industry 
excluding items that are reserved for the small scale 
sector. 
3. Soya product that includes Soya texture proteins, 
Soya protein isolates. Soya proteins concentrates, 
Soya specialized products and winterized and 
deodorized refined soybean oil. 
For eligible foreign investment generally Central 
Bank or Reserve Bank of India grants automatic 
approval within 15 days of submission of the 
application. High priority industries can get upto 51 per 
cent foreign collaboration after satisfying the specified 
conditions. 
Approval is granted by Secretariat of Industries for 
foreign investment for higher than the 51 per cent limit of 
equity in higher priority industries or any level of foreign 
participation in industries that are not on higher priority list. 
There are special concessions for Non-Resident or 
India (NRI) and Overseas Corporate Bodies (OCBs) 
owned by NRI may be allowed 100 per cent ownership 
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of the common stock except in those cases where the 
product is reserved for small scale sector, ownership is 
restricted to 24 per cent. 
For foreign technology agreements, automatic 
approval is granted provided that the technology fee 
payments are under Rs. 10 million and royalty within 5 
per cent of domestic sale of 8 per cent or export, sales 
over a ten year period from the date of agreement or 
seven year period from the date of commencement of 
production. The prescribed royalty rates are free of 
taxes and will be calculated according to specified 
procedure. All other foreign technology agreement 
require specific approvals.'^  
Export Processing Zones/100% Export Oriented 
Units (EOUs): 
There are seven export processing zones in 
operation. These are located in Kandla (Gujrat) Santa 
Cruz (Mumbai), Cochin (Kerala), Chennai, Faltal 
(Calcutta), NOIDA (U.P.) and Vishakhapatnam (Andhra 
Pradesh). These zones provide basic infra-structural 
facilities like developed land, standard designed factory 
buildings, built up sheds, roads and assured power and 
water supply. Customs clearance facilities are offered 
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within the zone at no extra charge. Facilities of banking, 
post offices and clearing agencies agents are also 
available in the service centre attached to each zone. 
Unites located in export processing zones and 
100%Export Oriented Units (EOUs) are permitted to sell 
a certain specified percentage of their production in the 
domestic market. Units with an indigenous input 
content of 30 per cent are allowed to sell upto 25 per 
cent their production in the local market. If the 
indigenous input content is less than 30 per cent then 
the domestic sales can be upto 15 per cent of the total 
production. However, no Domestic Tarrif Area (DTA) 
sale is permitted in the case of alcoholic liquors. An 
EOU or an unit in an EPZ engaged in agriculture, 
pisciculture, poultry and sericulture can sell upto 50 
per cent of production in value terms in the DTA 
subject to the fulfillment of minimum value addition 
conditions. 
Units located in Export Processing Zones or 
elsewhere as 100 % Export Oriented Units, are allowed 
foreign equity holdings upto 100 per cent. In general, 
the minimum value addition for such units has been 
prescribed as 20 per cent. However, for tissue culture, 
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the specified minimum local value addition is 60 per 
cent. The government reserves the right of specify 
higher minimum value additions in specific cases. 
The primary advantages of setting up an unit in an 
Export Processing zones or as an 100% Export Oriented 
Unites are: 
1. Full duty exemptions on all imports. 
2. Tax holiday for any 5 consecutive years, within 8 
years from the commencement of production. 
3. Full exemption from sales taxes and excise duties on 
all local purchases. 
4. Permission to have upto 100 per cent foreign 
equity. 5 
(d) Exchange Controls: 
India continues to have a system of exchange 
controls. But this has been modified with the 
introduction of all fully convertible rupee on the current 
account. This means that for purposes of all current 
account transactions, there is an unified exchange rate 
set by the market. Now 25 per cent of foreign exchange 
receipts can be retained in foreign currency denominated 
accounts or Exchange Earners Foreign Currency (EEFC) 
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Accounts. The money held in EEFC accounts can be 
used to meet certain categories of foreign currency 
payments. For 100 % EOUs and units in EPZs, the 
foreign exchange retention permitted is 50 per cent. 
Inward remittances on the capital account, including 
contributions towards capital, are converted at market 
rates. In a sense, there is thus capital account 
convertibility for capital inflows. Foreign exchange for 
all outward remittances, whether for importing goods or 
for repatriating profits and capital for miscellaneous 
remittances (Including royalty, technical fees) has to be 
obtained at market rates from the market. 
The repatriation of profits freely permitted except for 
22 specified industries, these includes the following 
eleven industries that are in the food processing sector: 
1. Manufacture of food and food products. 
2. Manufacture of dairy products. 
3. Grain mill products. 
4. Manufacture and refining or sugar (vacuum pan 
sugar factories). 
5. Production of common salt. 
6. Manufacture of hydro generated oil (Vanaspati). 
7. Tea processing 
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8. Coffee 
9. Distilling rectifying and blending of spirits, wire 
industries, malt liquors and malt, production of 
beer, country liquor and toady. 
10. Soft drinks and carbonated water industry. 
In all these industries, there is a dividend balancing 
requirements to ensure that the outflow on account of 
dividend payments is balanced by export earnings over 
a period of time. This is now set at seven years from the 
commencement of production. This requirement can be 
met out from the export of any items of high priority 
industries and it is not necessary from the export of 
own manufactured products. 
Repatriation of investment is permissible and 
government also approved this disinvestments of such 
type of industry with the Reserve of Government of 
India and Reserve Bank of India. If the Reserve Bank of 
India felts that the sales prices is reasonable it can be 
fully remitted after capital gains tax.® 
(e) Imports and Exports: 
All goods may be imported for exported except those 
which are given in the "negative list of import" and "the 
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negative list of export" on certain ground of public 
policy. 
There are some consumable which are imported 
without any restrictions. They do not require any actual 
user condition for imports i.e. raw materials, capital 
goods, accessories, components, instruments, spare 
parts etc. Under such conditions when these imports 
require license, the import can take place only by actual 
users unless this conditions being dispensed with 
specifically without any restrictions. Government got 
the provision for all second hand capital goods with 
minimum residual life of five years that can be imported 
without license by actual users. If c.i.f. value of the 
second hand capital goods imported is more than Rs. 
10 million, a certificate from an inspection and 
certifications agency must be furnished to the effect 
that the purchase price is reasonable. 
Government has got the provision for imports duties 
upto 50 per cent. In comparison with finished goods the 
lower duty is changed on the raw material and 
intermediate goods while machinery and project import 
carry on basic duty at the rate of 25 per cent. In future 
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government has plan to reduce duties on such goods 
and materials. 
Those raw materials which are imported and 
required for the production of export goods do not 
attract any import duties. Capital goods imported 
included spares upto 10 per cent of c.i.f. value of capital 
goods. For export production are importable at 
concessional duties that range between 0 to 15%. There 
is an Export obligation of four times of the import value 
if import duty is 15 per cent over a period of five years. 
If the c.i.f. value of import I is more than Rs. 200 
million a zero duty channel is also available. In such 
case the exports obligation for six times of the import 
value if it is spread over a period of 8 years. 
Those units which are located in free trade zone are 
100 per cent exempted from import duties and those 
object which save foreign exchange or deemed export 
are qualify for export related incentives. 
However, the duties which are similar or equivalent 
to the basic excise duties on domestic goods are leviable 
on imports, with the exception of a few items like 
alcoholic beverages and dried nuts. 
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Except some restricted items all items can be 
exported freely. 
(f) Taxation Environment: 
Indian follow tradition system of corporate taxation 
and companies are taxed at flat rate. For closely and 
widely held companies the basic corporate tax is now 
40 per cent. In a broad sense a widely held company is 
one which is listed on a recognized stock exchange or 
that company in which 50 per cent of the equity, 40 per 
cent for manufacturing companies is beneficially held 
throughout the year by the government, statutory 
corporation or other widely held corporation. If taxable 
income exceeds Rs. 75,000 there is surcharge of 15 per 
cent this makes the national tax rate 46.6 per cent. 
Due to window dressing in the book of accounts tax 
rate on profit is often lower. It has been observed that 
the annual reports of various companies show that the 
effective tax rate of the year for the most of companies 
has been between 30 per cent and 45 per cent on the 
book profit while some companies exhibit zero per cent. 
The companies which has got its head office in India 
is taxed on the basis of its worldwide income, while 
those companies which have their head offices 
48 
somewhere else are taxed on income i.e. received or 
arisen or deemed to arise in India. But those companies 
which are not considered to be non-resident and 
confined their operation to purchase goods is India for 
export purposes are not subject to be taxed. The 
general tax rate for those companies which do not 
consider domestic, is currently maintaining at 55 per 
cent of their taxable profit tough lower rates of 20 per 
cent on gross income have been prescribed for divided 
or interest income and royalties or technical services fee 
respectively. Lower tax rates also exist under double tax 
avoidance agreements. 
Under the Indian companies Act, accounting has to 
be on an accrual basis and this is adopted for tax 
purposes. The tax year ends on 31®*^  March. Business 
losses are allowed to be carried forward for eight years 
and unabsorbed depreciation can carried forward 
indefinitely. No carry back is permitted. 
Depreciation rates for tax purposes are the fallowing, 
using the written-Down Value (WDV) approach. 
General Machinery 25 % 
Industrial Buildings 10 % 
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Depreciation is calculated on the opening written-
down value of the blocks of assets, plus the additions to 
the block of assets, plus the additions to the block, less 
the sale proceeds/scrap value of the deletion from the 
block. Tax depreciation is not required to conform to 
book depreciation. 
There is a provision in Indian income tax act for new 
manufacturing enterprises 30 per cent deduction in 
taxable income for a period of 10 year from the date of 
commencement production. This incentives is available 
for all manufacturing enterprises except following. 
• Beer, wine and alcoholic spirits. 
• Aerated waters, in the manufacture of which, 
blended flavouring concentrates in any form are use. 
• Confectionary and chocolates. 
There is special concession for those units which are 
involved in Research and Development (RfisDj.It is 
already mentioned that the profit earned from exports 
are fully exempted from tax and those units which are 
located in free trade zone and they are 100 % Export 
Oriented Units and all backward districts of the country 
enjoy five year tax holidays, It can be availed within 
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eight year from the date of commencement of 
production. 
Certain products like beer, alcohol and carbonated 
beverages are subject to high excise duties. The excise 
duties levied on production and a Modified Value Added 
Tax (MODVAT) system is in operation. This permits 
credit for excise duties paid on inputs, there are 
another proposal for the introduction of a completed 
Value Added Tax (VAT) system. Many processed food 
items are exempted from excise duties on account of a 
higher priority that belongs to the sector.'' 
3. Regulatory Environment in the Food Processing 
Sector: 
The Indian processed food industry has grown and 
diversified enormously in the last few years. Government 
has prepared laws and regulations for the proper growth 
and development of food industry. The good processing 
industry is governed by various regulations, which can be 
classified in two broad groups: 
(a) Compulsory Legislations 
(b) Voluntary Standards 
(a) Compulsory Legislation 
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i. Prevention of Food Adulteration Act, 1954, 
ii. Essential Commodities Act, 1954 
a. The fruit or products order 1955. 
b. Solvent extracted oil, De-oiled Meal and 
Edible flour control order, 1967 and 
vegetable products control order, 1976. 
c. Meat products control order, 1973. 
d. Milk and milk product order, 1992. 
iii. Standards on Weights and Measures (Packaged 
Commodities) Rules 1977: 
a. Export (Quality control and inspection) Act, 
1963. 
i. Prevention of Food Adulteration Act, 1954: 
Under this Act government protects the 
common consumer from adulterated food and 
substandard article which are in terms in 
minimum quality standards and ensure the safety 
of the consumer against harmful impurities and 
adulterations. The central committee or food 
standard under the directorate general of health 
services, ministry of health and family welfare, is 
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responsible for the operations of the act. In the 
evasion of contravention of such roots is a legal 
offence and even can be to both fine and 
imprisonment.® 
ii. Essential Commodities Act, 1954: 
A number of control orders have been made 
and implemented under the provisions of this act. 
This act is mainly concern with the manufacture, 
commerce and distribution of essential 
commodities including food. These orders include: 
a. The Fruits Product Order (FPO) 1955: 
The Regulation of this order includes 
vegetable products sweetened water and 
vinegar and synthetic syrups. These can be 
prepared only by obtaining a valid license from 
the ministry of food and processing industries. 
This could be possible only when seekers 
satisfy the licensing officer about the quality of 
the product, sanitation, personnel, machineiy 
and equipment and work area standard.^  
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b. Solvent Extracted Oil, Do-oiled Meal and 
Edible Flour Control Order, 1967 and 
Vegetable Products Control Order 1976: 
This order maintains the standard for the 
production and distribution of solvent extracted 
oil, de-oiled meal and edible flour and 
hydrogenated vegetables oil. Both the orders are 
operated by the Directorate or Vanaspati, 
vegetable oil and fats, under the ministiy of civil 
supplies, consumer affairs and public distribution. 
All these production and distribution cells must 
require license from the directorates. This is for 
the product which is specified in the schedule. 
Directorate also regulates the price of vanaspati 
under this order. 
c. Meat Products Control Order 1973: 
This order regulates the processing of meat 
products and it is operated by the Directorate of 
Marketing and Inspection. 
e. Milk and Milk Product Order, 1992: 
It provides the setting up of the Advisory 
Board to advise the government on the 
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processing and distribution of milk powder. 
Under this Act, there is requirement for those 
units to install a capacity for handling milk of 
over 10,000 liters per day or provides a milk 
solid in excess of 500 tonnes per year, to obtain 
registration under this order from the 
Department of Animal Husbandry. 
iii. Standard on Weights and Measures 
(Packed Commodities) Rules, 1977: 
Under this rules, the government takes care 
of the packaging with respect to the declaration 
on quantities obtained. Such rules are operated 
by Directorate of Weights and Measure under 
the Ministry of Civil Supply, Affairs and Public 
Distribution. 
a. Export (Quality Control and Inspection) 
Act, 1963; 
The Export inspection council is responsible 
for the operation of this act. This controls the 
compulsory pre shipment inspection on a large 
number of exportable commodities. It is 
controlled by large network of government 
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offices around fifty major exportable major 
centers. These organizations may be recognized 
as agencies for inspection and quality control. 
In recent changes the government has given 
liberty to some products like agricultural and 
fisheries from such inspection because this 
facility are provided by overseas b u y e r , 12 
B. Voluntaiy Standards: 
It is controlled by tv^ o^ government 
organizations such as, Bureau of India 
Standard which looks into the standardization 
of processed foods while another Directorate of 
Marketing and Inspection controls the 
standardization of raw agricultural produce.^ ® 
i. Bureau of Indian Standard: 
The government has divided the activities of 
Bureau of Indian Standard into two folds: 
1. The formulation of Indian standards 
in the processed food sector. 
2. Implement of standard through 
promotion and through voluntaiy 
and third party certification. The 
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BIS controls the important aspects 
of quality parameters, standard 
raw material, hygiene conditions, 
packaging labeling requirements. 
The manufactures get standard 
BIS mark as "ISI" that should be 
exhibited on packages. This mark 
is the certification to certain 
standard items, like additive, 
containers for packing, milk power, 
condensed milk, etc.^ "^  
b. Directorate of Market and Inspection 
(DMI): 
It enforces the agriculture product 
under grading and Marketing Act, 1937. 
This is commonly known as "Agmark" 
standard. Under this act great standards 
are prescribed for agricultural and allied 
commodities. The grading under the 
provision of this Act is voluntary. The 
manufacturers who qualify the standard 
are allowed to use Agemark labels on their 
products. 
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4. Conclusions: 
The sum up food processing industry belongs to the 
high priority sector. This is one of the industries which 
generates maximum employment and it also makes big 
contributions in Gross Domestic Products (GDP). This 
industry has the high capacity in value addition. 
In the post liberalization and 
globalization scenario, the government has 
strongly felt that the governing laws for 
setting up and running of the food 
processing industry is complex and 
complicated. The government has therefore 
changed its policy and attitudes towards 
regulation of industry and business. 
Basically it was meant for the simplification 
and easy setting up as well as for operation 
of business as most of the industries have 
been exempted from the industrial 
licensing. Government also eased the inflow 
of foreign direct investment and technical 
collaboration in identified high priority 
sectors. Import and exports are freely 
58 
allowed with some exceptions. Indian 
government still follows the traditional 
system of corporate taxation and 
companies taxed at flat state. 
There are some principal regulatory 
agencies which are working for the interest of 
consumers as well as producers. These are: 
1. Secretariat of Industrial Approval (SIA) 
(within the ministry of industry of the 
central government) 
2. Reserve bank of India. 
3. Director General of Foreign Trade. 
4. Company Law Board. 
5. Securities and Exchanges Board of India. 
6. Stock Exchange Authorities. 
Though the government has simplified its laws and 
regulations for the development of the food processing 
industry but side by side government has also prepared 
laws and regulations to safeguard the interest of 
consumers and passed several acts. They are as follows:-
1. Prevention's of Food Adulteration Act, 1954 
2. Essential Commodities Act, 1954. 
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3. Standards on Weights and Measures (Packaged 
Commodities) Rules, 1977. 
The aforesaid are the compulsory legislation which 
producer has to follow there are also some voluntary 
standards which is controlled by the two government 
organization i.e. 
1. Bureau of India Standard (BIS); 
2. Directorate of Market and Inspection (DMI). 
The succeeding chapter entitled, "Development of Food 
Processing industry in India since Economic Liberalization" 
has thrown light on the historical background, nature, 
status and potential of food processing industry in India 
since 1991. 
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Chapter - III 
DEVELOPMENTS OF FOOD PROCESSING INDUSTRY IN 
INDIA SINCE ECONOMIC LIBERALIZATION 
1. Introductions: 
The term 'food' has very wide connotations but can be 
summed up as any plant or animal material which is 
consumed for nutrition and sustenance. Food is basic to 
human needs. Since time immemorial the collections, 
preparation and distribution of food has been the very 
basis of civilization. The importance of preservation of food 
to ensure availability at all times of need was always 
recognized and therefore various methods of pickling, 
salting, abying and other methods of food processing are 
almost as old as mankind itself. 
Agriculture and industry have traditionally been viewed 
as two separate sectors both in terms of their 
characteristics and their role in economic development. A 
common and traditional definition of food processing refer 
to the produces of agriculture, livestock fishery and 
forestry undergoing some degree of transformations 
between harvesting and final use. Food processing is a 
multifaceted endeavor. Any firm engaged in creating values 
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by processing plants or animal materials which is 
consumed for nutrition, sustenance and growth. 
The broad categories that fall under food processing 
are fruit and vegetable processing, food growing milling 
dairy products and sugar. Beverages like tea and coffee. 
Cocoa products like Chocolates, confectionaries edible oils 
and vanaspati, tobacco and tobacco based products. 
Processing and refrigeration of poultry and eggs meat and 
meat products. Processing of fish, fishing and fisheries 
beyond territorial waters, specialized packaging for food 
processing industries. Beer, alcoholic drinks from molasses 
base, aerated waters, soft drinks and other processed 
food.i 
Food processing industry is of enormous significance 
for India's development because of the vital linkages and 
synergies that it promotes between the two pillars of the 
economy, industry and agriculture. In India, food 
processing industry comprises the unorganized and cottage 
industries and processed food industries. 
The primary food processing constituent rice hullers, 
floor Chakkis, dal and oil mills. The organized sector 
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constitutes over 820 flour mills, 409 fish processing units, 
4932 fruit/vegetable processing units, 114 meat processing 
units, 138 sweetened and aerated water (Soft drinks) units, 
90 milk product units, 429 sugar mills, 725 solvent 
extractions units and several other food processing 
factories 2 
The estimated size of the Indian food processing 
industry is of the order of Rs. 2,00,000 crore. But of the 
total quality produced nearly 25-30per cent is wasted due 
to lack of proper storage and processing facilities during 
the glut season. 
The Ministry of Food Processing was set up in July 
1988 with a view to -
(i) Promote the establishment of units which would add 
value to agricultural produce and increase overall 
productivity and farmer's income. 
(ii) Help in creating additional rural employment besides 
eliminating colossal wastage of food products. 
The industry has been identified by the government as 
a thrust sector (both organized and unorganized players) 
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mainly on account of high employment generation avenues 
and increase in value added output.^  
2. Historical Background of Food Processing 
Industry: 
Food is basic to human beings since time immemorial. 
Man has gathered food from nature preserved it for difficult 
times and processed it to make it more palatable. With the 
evaluation of society, agriculture developed and human 
beings produced their own food instead of gathering from 
nature or hunting animals. With the passage of time more 
sophisticated methods of converting and preserving the 
produce of agriculture and attained activities into 
delectable food products evolved. The growth of population 
led to the need for producing more food Stress, therefore, 
was laid on making agriculture more scientific and 
systematic so as to maximize the benefits of the available 
land, sunshine and water. 
It was during the First World War that some 
mechanization and commercialization entered this industry 
mainly to meet the demands of the armed forces. The 
Second World War gave it a much needed fillip. 
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Indian society, which had undergone transition from a 
hunter-gather existence to a settled agricultural society, 
also witnessed similar changes in its food production, 
preparation and preservation. Today as society transforms 
itself from an agrarians to an industrialized one, more and 
more sophisticated food items are demand. To satisfy the 
needs of the growing populations and to carve a niche in 
the international market further rapid increase in 
production and productivity of agriculture and allied 
activities are called for.'^  
Therefore, the time has now come to take steps to 
diversify and commercialization of agriculture so that 
farmer can earn better returns and profitably and increase 
productions to meet demand. This process of diversification 
and commercialization of agriculture can best be supported 
if there is a vibrant and dynamic agro-processing industry. 
Over the years the growth of the industry in the country 
has taken place in a highly decentralized manner catering 
only to the basic requirement of people, the dominance in 
this sector being on the decentralized primary processing. 
The presence of secondary and tertiary processing and 
production of value added products is still comparatively 
low. 
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Unfortunately the food processing industiy did not get 
attention it deserved. There was lack of co-ordination 
between farmers and industiy, post harvest losses were as 
high as 25 to 30 per cent, general nutritional level was 
going down, creations of employment in rural areas was 
not upto mark and cost per unit was constantly increasing. 
At this juncture, government of India took a drastic step 
in July 1988 to establish a separate ministry namely "The 
Ministry of Food Processing Industries. Since its inception 
this industry has not only worked towards adding value to 
agricultural produce and increase productivity but has also 
proved itself in great employment generating potential. It is 
first of its kind in the developing countries. The following 
are the main functions entrusted to it:® 
(a) Provision of a dynamic and synchronized mesh between 
the farmer and the industry so that there is better 
utilization of agricultural produce, greater addition of 
value to rural produce, generations of emplo5mient in rural 
areas, enhancement of the net level of incomes and 
inductions of modem technology in food processing. 
(b) Promoting utilization of the waste which occurs on a 
large scale in the pre and post harvest handling of fruits 
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and vegetables, thereby improving the economic 
utilizations of food and simultaneously augmenting the 
nutritional inputs available to the people. 
(c) Taking initiatives in mobilizing cost effective 
technologies for storage processing and marketing of 
agricultural produce. 
(d) Stimulation of overall demand by organizational 
restructuring of the domestic market in order to assist 
the growth of the food processing sector. 
(e) Creation of adequate surplus for further exports. 
(f) Promotions of food processing industries in the country 
including formulation and implementation of industrial 
policy in accordance with the national priorities and 
objectives with respect to specific industries allotted to 
the Ministry.® 
State Governments have a significant role to play in 
providing infrastructure and raw materials for the Food 
Processing Industry. Further, The State Governments have 
identified Nodal Agencies through which co-ordination of 
the activities pertaining o this sector in the state is done. 
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Regular interaction between the Ministry and the State 
nodal Agencies is ensured.^  
The specificity of food processing industry, vis-a-vis 
other industrial sub-sector lies largely in the biological 
nature of raw materials. These are generally characterized 
by the seasonal nature and the variability of their 
production as well as by their perishability. The quality of 
crop and livestock products cannot be controlled with great 
accuracy and therefore, tend to vaiy sharply from year to 
year owing to the effects of weather, pests and diseases. 
The quality of raw materials can be influenced by factors 
like the choice of seeds, the application of chemical 
fertilizer, control of diseases and tests, agronomic 
practices, sorting, cleaning etc. Thus perishable nature of 
crop and livestock products compells a close contact 
between producers and processors as well as advance 
planning to keep losses to a minimum. 
Because of the buyers' taste and preferences, 
processors of agro based products are interested, not only 
in obtaining uniformity in the quality of their raw material 
supplies, but also certain specific requirements like shape, 
colour, size, texture, flavour, odour, acidity, viscosity. 
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maturity, specific gravity, soluble solids, total solids and 
vitamins content of the product.® 
3. Food Processing Industry in Indian Economy: 
The food processing industry as a sector of the economy 
has multiple facets and is prone to changes in the course 
of development. Food processing industry encourages 
investment both in subsequent stages of productions by 
"forward linkages" and in earlier stages through 
"background linkages". The establishment of certain 
primary processing industries can lead, through forward 
linkages; to a number of more advanced industries for 
example, forest industries as a base on which other 
industries can be established. The paper and paper board 
productions lead to a large number of conversion 
industries like paper bags, stationary, boxes, cartoons, 
wooden containers, furniture, and other timber products 
etc. The development of agro industry provides for 
increased agricultural productions through market 
expansion. It also creates a more favourable atmosphere 
for technical progress and the acceptance of new ideas in 
farming itself. It further activates "side way linkages" 
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derived from the use of by-product or waste products of the 
main activity. For example, many industries using 
agricultural raw materials produce waste that can be used 
as fuel, pulp or fertilizers. Considerable employment may 
be generated in providing the raw material base. It also 
gives rise to a demand for a wide variety of machinery, 
equipments, packaging materials and intermediate goods 
used in the processing itself. In short. Food processing 
promises excellent potential to boost our economy, due to 
the enormous opportunities both in the domestic and 
export markets. Changing consumer profile and changing 
life style of Indian populations have opened up newer 
market possibilities for value added, packaged and 
convenience food products. There is also a greater 
awareness of the nutritional value of various products 
which again opens up wider market possibilities, food 
processing is therefore, important to development not only 
through creation of backward and forward linkages, but 
also adding value to farmers products and increasing their 
income. This may be possible with application of new 
technologies which are more cost efficient.® 
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Food processing industry is of enormous significance to 
India's development because of the vital linkages and 
synergies that it promotes between the two pillars of our 
economy, industry and agriculture. Fast growth in the food 
processing sector and progressive improvement in the 
value addition chain are also of great importance for 
achieving favourable terms of trade for Indians agriculture 
both in the domestic and international markets. Even more 
important is the crucial contributions that an efficient food 
processing industry could make in the nation's food 
security. The simple fact that the post harvest losses are 
about 25 to 30 per cent in our country should serve as an 
eye opener for all. Even marginal reductions in these losses 
bound to give great relief on the food security front as well 
as improve the income levels of the farmers. 
It is in this context that the Government of India has 
given utmost priority to developing the food processing 
sector. The Government lids taken a umber of initiatives. 
The entire sector has been deregulated and no license is 
required except in the case of alcoholic beverages. 
Automatic approval for foreign investment up to 51 per 
cent is allowed. Even where investment is more than 51 
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per cent approval is given on a case-to-case basis by the 
Foreign Investment Promotions Board (FIPB). Cent per cent 
export-oriented units are permitted to import raw 
materials, and capital goods free of duty. Zero duty import 
is also permitted for capital goods. Export earnings are 
exempted from corporate tax. A number of states 
Governments have also announced liberal fiscal benefits 
for the food processing industries. 
In line with this policy the department of food 
processing industries launched concessional finance 
schemes. The schemes cover the entire spectrum of 
activities involved with food processing such as post-
harvest infrastructure including cold chains, food quality 
and safety, packaging, research and development and 
promotions of processed food. During the plans (1992-
1997), the department provided an assistance of Rs. 177 
crore for various food processing projects. During the first 
two years of the 9th provided is Rs. 48 crore. These figures 
may see small. But what is important is that this seed 
money has generated projects of the value of an estimated 
Rs. 1100 crore. 
4. Potential of Food Processing Industry in India: 
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At present food processing industry size in India is 
estimated around Rs. 77,000 crores of which more than 42 
per cent is in unorganized sector of the food processing 
industries, the oils and fate contributes 36 per cent, 
followed by dairy products 18.9 per cent), cold beverages 
(15,6 per cent), confectionery (3.5 per cent) and processed 
fruits and vegetables (1.3 per centj.^ ^ 
Since 1991, the growth of processed food units has 
increased significantly (3925) units in 1991 increased to 
4270 units in 1995 and around 6000 units by the end of 
2000. The new types of units in horticulture, livestock and 
cereals products have been increasing since the reform 
period. Investment worth nearly Rs. 18,000 crores has 
been approved by the Government for agro-process 
products covering cereals meal and poultry, deep seas 
fishing, fruits and vegetables, milk and milk products and 
soft drinks. In the fruits and vegetables segment alone, the 
investment of Rs. 4628 crores has been sanctioned including 
a foreign investment of Rs. 812 crores in the year 2000.^ 3 
Looking into the Indian food habits, some companies 
are moving away from primary processing to value added 
products like fruit juices, dehydrated foods, individually 
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quick frozen foods, and so on. A wide range of fruit juices 
from the fruit like guava and papaya have also been 
introduced by some of the companies. Similarly 
concentrates of guava and papaya have been showing a 
good acceptance is export basket. A few companies are 
experimenting on to blend new fruit beverages such as 
watermelon, litchi and sapota pulp etc. Due to relatively 
high profit margins, the food processing industry has been 
accorded "Sunrise Industry" status by industrialists and 
policy makers. Although, the food processing industrial 
units have attracted handsome private investment in the 
first decade of reforms, the industry has failed to register 
the desired level of growth due to various shortcomings. If 
available add a brief para on the type of shortcomings over 
here. To overcome some of these problems, in the Q^h Plan, 
an investment of around Rs. 10,000 crores has been 
proposed particularly in the areas of: 
(i) Processing of fruits and vegetables, 
(ii) Infrastructure development, 
(iii) Manpower development and 
(iv) Research and development (R & D) studies, i"* 
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All the above stated facts show that enormous amount 
of investments will be needed to upgrade and modernize 
the existing agro-food processing have industries. 
Liberalization of economy have attracted a few 
multinationals to this industry though their number is 
small. In the next few sections problems and prospects of the 
agro processing industries, covering horticultural crops, 
livestock products, fishery products and value added products 
have been highlighted to illustrated the potential avenues and 
opportunities for public and private sectors investments in 
agro food processing industries in coming years, i® 
(a) Horticultural Crops: 
(i) Processed Fruits and Vegetables: India ranks, 
first in productions of mangoes and bananas, 
second in vegetables and first in spices (Black 
pepper large cardamom, chilies, turmeric) in the 
world. The fruit like oranges, grapes banana, 
applies, mangoes and pineapples from India are 
traded abroad. These fruits and mostly grown in 
Andhra Pradesh, Bihar, Karnataka, 
Maharashtra, Tamil Nadu and Uttar Pradesh. A 
large number of vegetables both traditional and 
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non-traditional has also been identified for 
export purpose. Among them, Onion accounts for 
to per cent, followed by Okra, Green chilies and 
other vegetables. The production of vegetables in 
Poly houses has just started in India and is 
showing an annual growth rate of 30 per cent. 
Government of India has envisaged Rs. 2.5 
billions investment for use of plastic in 
agriculture for raising vegetables in Poly houses 
in the Ninth Five Year Plan.i® 
As stated earlier, only 1.6 per cent of India's total 
fruits and vegetables are processed compared to 
70 per cent in Philippines. Available data shows 
that the world trade in fruit juices alone 
increased more than three folds, over a period 
from 1980 to 1990, when it was estimated at 5 
billion US dollars maintaining an annual growth 
rate of above 10 per cent. The present market 
size of this sector is estimated at 8.9 billions US 
dollars, of which India's share is only 0.64 per 
cent. Pickles and chutneys have an annual 
growth rate of 20 per cent catering to the ethnic 
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population all over the world. The average value 
realization of some of the above value added 
product has gone up from Rs. 10 in 1991 to Rs. 
30 in 2000-2001. For certain premium brands, 
value realization in the export market was over 
Rs. 100 per Kg. The present export of Pickles, 
chutneys etc. is estimated is to be Rs. 65 crores 
annually. The export of processed gherkin (an 
exotic vegetable) has reached over Rs. 25.0 crores 
annually within three years. Most of the gherkins 
processing units have come up in and around 
Bangalore. Recently, a few units are growing 
exotic vegetables like corn, silken skins onion, 
broccots, asparagus etc. for export purposes. ^ ^ 
Mushroom is famous for its low calories, high 
vitamins and rich protein/amino acids. 
Mushrooms are grown on agricultural waste 
products and require minimum water and 
sunlight. It is an ideal food for a diabetic and 
heart patient. As in 1996, in all 45 EOUs of 
Mushrooms were operating, with the installed 
capacity ranging from 1000 to 3000 tonnes per 
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year. Mushroom export is also picking up, as it 
was about Rs. 16.04 crores in 1991-92, grew up 
to Rs. 51.28 crores in 1999-2000 and has a 
potential to further grow upto Rs. 200.00 crores 
annually. The level of investment for a mushroom 
project with 2000 to 3000 tonnes capacity is 
about Rs. 20 to 25 crores. But the problems of 
mushroom exports are: low productivity, high cost 
of productions, labour unrest, and inability to cope 
with global market competition, low capacity 
utilizations lack of trained manpower, diseased 
products and certain and metric market, i® 
The tomato past has s substantial growth 
potentials for export mostly in the for east 
market. A capital investment of a project ranged 
between Rs. 10-15 crores has been envisaged. 
Because of availability of tomatoes at relatively 
low prices and growth potential, large number 
players have entered this industry. 
Items like dehydrated onions and garlic, canned 
vegetables, jamme, jellies, ready to serve 
beverages, pulp of banana, guava, chiku, 
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pineapple products, gaur, gum, cereal 
preparations, misc. and other fruits preparations 
are showing great potential for export market.^ ® 
The industry is not devoid of problems which 
need careful attention. Some of the main 
problems of this industry are high cost of raw 
materials, poor infrastructure and outdated 
technology, mere participation of corporate in 
productions and transportation of processing, 
absence of cold chains to preserve the produce, 
lack of sufficient funds and non-operation of 
contract forming. The high cost of raw material is 
mostly because of involvement of 6-7 different 
intermediaries between the farmer and the 
consumer. Further, this industry is extremely 
decentralized and a large number of them are in 
the cottage and small-scale sectors. A good 
number of these units continue to rely on 
traditional methods of preservations, low level of 
operations and traditional technologies. All this 
increase the cost of production. However, some 
medium companies have gave in for 
sophisticated technology such as packaging, 
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freeze drying and individual quick freezing etc. 
some modern units have come up especially on 
processing tomatoes (Hindustan level Ltd.) and 
mushrooms (Ponds and Tatas).2o 
Another problem is inadequate post-harvest 
handling facilities. It has been seen that poor 
storage and constant handling effects the quality 
of fruits whereby processing companies end up 
loosing upto 30 per cent of the raw material. This 
again leads to an increase in the cost of 
manufacture. Capacity utilization of most of the 
units remains around 32 per cent, because fruits 
are available in a particular season and 
processing plants still prefer to go in for single 
identified fruit. A large number of units operate 
only during the flush season and close down 
thereafter. There is also lack of coo-ordinations 
between fruit vegetables processors only, in the 
absence of a domestic market. In order to ensure 
a regular supply of raw material, contract 
farming is advocated. Experience shows that this 
concept has not made a great success in India 
because production is low and prices are high. 
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The contract farmers divert their produce to the 
market, leaving the factories high and dry. 
However, in case of gherkins, contract farming 
has worked well, because there is no local 
demand and the farmers are entirely dependent 
on the processing industry to buy their products. 
For ensuring regular supplies, it is suggested 
that at least 50 per cent of the raw material are 
captivity grown and the rest sources from 
contract farming.21 
Lack of finance also makes and medium sized units 
vulnerable. Agro-processing projects are the recent 
introduction and also have high risk. Generally, 
because of poor record of the comprise, financial 
institution or banks sometimes reject these 
proposals, but, entrepreneurs prefer to put the 
failure entirely to the bank.22 
The problem of infrastructure development for 
food processing industry is a major one and 
cannot be solved in short span of times. The 
state governments which are veiy strong in 
agriculture and horticulture have been other 
priority problems and do not have the strength 
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and "willingness" to invest in the areas of food 
processing industries particularly in 
infrastructure development. The land ceiling laws 
of some of the state governments also act as a 
barriers. Because corporate cannot acquire land 
for large scale farming under this law. The food 
processing industry is now trying to convince the 
Government of India to treat horticulture forms 
(big) as plantations crops, so as to attract private 
companies in this business. 
(iii) Spices: The value added spices such as spice oils, 
oleoresins, mist oils, curry powder, white peppers, 
frozen pepper, pepper in brine, crushed chilies, 
dehydrated garlic, flakes, tamarind paste, spie oils 
cummin mustard, poppy, cinnamon etc. have a 
great export demand. The spices oil and oleoresina 
are the major items accounting for about 60 per 
cent of the total value added spices. The 
projections for plans of export of value added 
spices are given in Table 1. 
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Table 1: Export of Value Added Spices-
Performance and Projections 
(Qty=Mts, Values-Rs. Lakhs) 
Year Curry Powder Mint OU Spices Oleoresine and other Oils 
1997-98 
Quantity 42 12.60 17.3 
Value 1680 4110 12058 
1998-99 
Quantity 44 13.00 18.3 
Value 1760 4550 12721 
1999-00 
Quantity 46 14.00 19.50 
Value 1840 4900 13591 
2000-01 
Quantity 49 15.00 21.00 
Value 1960 5250 14637 
2001-02 
Quantity 
Value 
52 
2030 
16.00 
5600 
22.5 
15682 
Source: Report of Working Group on Food Processing for 
the 9'h Five Year Plan. Ministry of Food Processing 
Industry, Government of India, 1997. 
(iii) Vegetable oil: The vegetable oil industry is 
spread across the vast length and breadth of the 
country. It consists of approximately 15,000 oil 
mills, over 600 solvent extractions until, 300 
vegetables oil refineries and 175 hydrogenation 
plants. There is scope for upgradation of this 
industry by improving and modernizing the 
processing technologies.^ ^ 
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(iv)Medicinal Plants: There are about 1500 species 
of Indian medicinal plants which are found in 
use for production of medicines globally. Our 
medicinal plants are mostly utilized as 
ingredients or raw material in various drugs, 
cosmetics, aroma and related industries. As 
reported by the British pharmacopoeia, our 
medicinal plant caters to about 80 per cent of 
Ayurvedic, 46 per cent Unani, and 33 per cent 
allopathic system of medicines. Our domestic 
market potential for crude drugs as well as 
extracts is estimated at about Rs. 3 billions. The 
export turnover n case of herbal extracts, 
essential oils and crude drugs is estimated at 
about Rs. 2.55 billions. India's total turnover of 
ayurvedic/ herbal products was Rs. 23.0 billion 
in 1999-2000.25 
The trend in the export market of medicinal 
products is encouraging. However, lack of quality 
control measures in value added products and 
problems like administration, adulteration, 
spoilage, poor storage condition etc. have 
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prevailed fast growing of exports. In order to 
catch the export market stress has to be land 
more on standardization of herbal extraction 
procedures and isolation of the active 
ingredients. The growth of value added medicinal 
products as estimated will fetch revenue worth 
US $ 5 millions annually.26 
(b) Live Stock Products: 
(i) Daily: India has the distinction of being first in 
livestock population in the world. It is rightly said 
that if we successfully realize a very modest target of 
collecting one liter of milk per milk animal every day 
and process as well as value add it, India could easily 
emerge at the top of the ladder, internationally, 
provided adequate efforts are made to enhance the 
quality of milk animals. India is on the verge of being 
the world's number one milks producer with nearly 
75 million metric tonnes of milk year. Our daily 
business as on 2000 is estimated to be around Rs. 
90000 crores which contributed approximately a per 
cent of the total GDP.27 
Indian dairying has several inbuilt competitive 
advantages. At present the global milk 
production is rather stable and increasing at the 
rate of 1 to 2 per cent annually and is presently 
estimated at around 460 to 470 millions tonnes, 
where in our share is around 15 per cent. The 
share of milk production which is traded 
internationally is also quite stable and 
comparatively smaller which is around 5 per cent 
and at present stand at 25 millions tonnes. 
The farm get milk prices in India are the lowest 
(Rs. 7.26 per as against Rs. 33.53, Rs. 19.60 per 
liter in Japan and Canada respectively) in the 
world, which reflects that India is producing milk 
more economically that the developed countries. 
Similarly, because of low raw material cost, we 
have substantial opportunities in productions of 
milk derivatives more economically than the 
developed countries. Globally, the future of dairy 
market appears to be bright and India is likely to 
be one of the major players by the turn of 
century. But our problems are low productivity 
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animal, widely scattered milk production centers, 
seasonal and regional imbalance of milk 
production etc. Secondly, one milk sector has 
remained a highly protected one for long. In 
relaxed the rules and liberalized mil product 
sector. The entry of private milk industry is still 
in its initial stage. In the present context of 
liberalized market economy, if the dairy farming 
is to be more viable and sustainable, it will need 
proper technological tools in terms of superior 
inputs adequate nutritional substance efficient 
health car and better delivery systems. 
Exploitations of modern biotechnological tools 
like more efficacious vaccines, timely and 
epidemiological forecasts, exploitations of 
multiple ovulations, embryo transfer and cloning 
to multiply superior genotypes is the need of the 
day to harness the advanced technologies for 
benefits of dairy man and international trade.^ s 
(ii) Live Stock Products: A very impressive growth 
is noticed particularly after 1991 in export of 
livestock products like buffalo, beef, sheep meat 
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and poultry products. At present, India is 
exporting about 3.0 million tonnes of meat 
annually. Looking at the vat potential, the 
investment of Rs. 111.50 crores has been 
proposed during the five year plan period. 
Various studies in this sector indicated that by 
2001 AD, there will be a marginal deficit in milk 
and meat and huge deficit in egg based products 
an nutritional demand. It is expected that the 
demand for livestock products will grow at a faster 
rate than the food grains. This may widen the gap 
between economic demand for livestock products.^ ® 
(iii) Poultry product: India is the fifth largest 
producer of eggs in the world. We produced 2.5 
billion eggs in 1995 and by the turns of this 
century, it is expected to reach 58 billion at the 
annual growth rate of 16 per cent. Our export of 
poultry comprises shell eggs powder and 
processed poultry meat of which, egg powder 
enjoys good demand in the overseas markets and 
accounts for a major share of poultry exports. 
Egg power is exported as in various form such as 
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white egg powder mixed egg power and frozen 
liquid egg power. Bakery, food companies and 
ready to mix foods are the main users of egg 
powders. The poultry industry also makes liquid 
frozen egg, dried albumens flakes, deep frozen or 
crystallized products. The sugared and salted egg 
yolk products have a short shell life, converted 
into egg powder the shell life can be extended 
upto three years. In the wake of the poultry boom 
and the resultant excess production of eggs, prices 
crash. Therefore, processing of eggs with egg 
powder is a need of the industry. At present, a few 
players have ventured in the business-^ ® 
(c) Fisheiy Sector: 
(i) Marine Fish products: India is the world's 
largest producer of fish and in the fresh water 
fisheries sector the second largest after China. 
There has been impressive growth in fish 
production during the post-reform period. The 
inland fisheries sector registered an impressive 
growth rate of 11.38 per cent. The export of 
marine products which was Rs. 634.00 crores in 
1989-90 has gone upto Rs. 3537 crores in 1994-
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95. It faced a little se track during 1995-96, but 
in 1999-2000, it increased to Rs. 4245.30 crores. 
Data on item wise export of marine fish products 
for last 5 years show that frozen shrimp 
contributed more than 2/3rd of the total export 
of marine products in terms of values realized.^i 
The number of exporters for the sea food 
processing industry which was 864 in 1990 has 
increased to 1405 in 2000. As on 2000, there 
were 444 freezing and 32 canning plants and all 
are export oriented. In all, 53 processors have set 
up individually quick freezing (lOF) plants to 
export seafood in value added form. Since these 
plants processed marine shrimup whose supply 
is seasonal, most of them have set up higher 
capacity to freezing shrimps in season. The 
capacity utilizations of these freezing plants are 
15-20 per cent. Infrastructure for the seafood 
processing industry is given in Table 2. 
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Table 2: Infrastructure for the Seafood Processing 
Industry (1990-2000): 
Category 
As on 31.03.1990 As on 3.03.2000 
Registered Capacity Registered Capacity 
Exoorts 864 1105 
Freezing olants 231 2295.88 344 
Canning olants 24 83.50 22 71.10 
Ice Plants 132 1854.0 137 1978.00 
Fish Meat Plants 26 463.00 18 33.50 
Peeling sheds •924 81 2393.95 
Conveveince 481 501 
Cold Storage 304 42458.00 418 707219.00 
Agar Plants 4 
Isinglass 1 
Source: Ministiy of Agriculture, Government of India, New Delhi, 
2000, p. 119. 
The squids, cuttlefish, lobster and fin fishes are 
also processed for exports. The major problems 
in processing of seafood industry are the 
irregular supply of raw material. Therefore, the 
government is encouraging deep-sea-fishing and 
coastal aquaculture for increasing productions of 
exportable varieties such as tune, squids, cattle 
fish, shrimps etc. The problems in productions of 
value added products are the inadequacy of 
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modern and sophisticated machinery which is 
required for production of value added products. 
Though the seal-food processing industry is 
treated as small scale industry (SBI). This 
sometimes creates problems to the bankers in 
financing aquaculture ventures. Sufficient 
investment in hatcheries and fee mills has not 
been made yet. In coming industry of marine 
products, the rise in the cost of raw material is 
the main problems. The fish meal industry is 
also facing the problems of storage of raw 
materials.32 
5. Investment in Food Processing Industries: 
Available data show that two segments of the food 
processing industry in India are doing well at leas, in the 
domestic market. One is packed atta where volumes have 
grown considerably, with multinationals such as HLL and 
Pillsbury in joint venture with Godrej entering this field. 
The second segment is ready to eat food and snacks" 
mostly of the traditional variety. The future of this segment 
is rockened bright mainly because the growing middle 
95 
class, estimated at 200-225 millions, is expected to 
increasingly turn to processed foods. 
As a result of value addition, the food processing 
industry is said to be growing at 10-15 per cent per 
annum. Improved packing that has extended the shelf-life 
of the food products and enabled marketing in smaller 
packs has helped companies and consumers alike. The 
investment in food processing industry since July 1991 to 
March 2000 is presented in Table 3. Investment required 
for all the sectors by 2001-2002 is given in Table 4. 
Table 3; Investment in Food processing since July 1991. 
Approvals (JV/FC/JL/100% Industrial 
EDUS etc. March 2001) 
Entrepreneur 
memorandum 
upto March 
2001 
Sub sectors 
Sr. 
No 
No. of 
Units 
Total 
Investment 
(Rs. In 
Crores) 
Foreign 
Investment 
(Rs. In 
Crores) 
No. 
of 
units 
Total 
Investment 
(Rs. In 
Crores) 
1. Grain Milling 
Grain based 65 784 423 24 4728 
2. Fruits as 
Vegetable 
Products 
335 4198 779 321 2783 
3. Meat 8s 
Poultry 
49 1334 418 63 358 
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Products 
4. Deep Sea 
fishing fish 
processing 
Agriculture 
181 2102 552 998 427 
5. Fermentation 
Industry 
204 1936 488 340 6999 
6. Consumer 
Industry 
including 
soft drinks 
water, 
confectionery 
61 5139 4562 338 5500 
7. Mil as Milk 
Products 19 716 297 1017 12901 
8. Other 
(including 
fodo 
additives, 
flavours etc.) 
46 662 235 - -
9. Edible Oil, Oil 
seeds 
- - — - - 1535 12644 
Total 960 16871 7754 3955 
4020 
46340 
4691 
Source: Express Investment Week, various issues and compiled 
worked out by Research Scholars 
and 
Table 4: Total Investment required in All the Sectors 
Project upto the year 2002 
Sectors Private 
Public 
Total 
Central State Total 
Fruit S6 vegetable products, 
coconuts, spices etc. 
8240 — — — 10370 
Milk Products 550 1130 1000 2130 6000 
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Meant & Poultry products 2500 250 250 500 3000 
Cereals & Grains fisheries 2830 300 200 500 2910 
Fishries 2845 312 160 475 3320 
Packaging Res Ss Manpower 
Devt. Quality Control 
350 100 20 150 500 
Total 24315 2275 1660 3935 28250 
Source: Report of Working Groups on Food Processing 
Industry for the Plan period, Ministry of Food 
Processing, Govt, of India, 1997. 
Projected demand/target of grain processing, 
horticultural based products, milk products, meat and 
poultry products, fisheiy products and consumer goods for 
the terminal years of the Plan period is given below in 
Table 5. This shows the potential for investment, both by 
private and public sector.^ s 
Table 5: Demand/Target for the Terminal years of the Plan 
S.No Items Units 1995-96 2001-02 
1. Output from roller flour mills Millions tons 9 12 
2. Output from rice mills Million tons 120 133 
3. Maize processing lac tons 80 154 
4. Pulse processing lac tons 14 17 
5. Bakeiy Products 
(i) Biscuits, rusls etc. 
(ii) Bread, cakes, etc. 
lac tons 
lac Tons 
12 
14 
44 
30 
6. Paste products Lac Tons 1.4 6.5 
7. Pulse based products (Bhujia etc.) Lac tons 3.6 4.6 
8. Cereals and pulse based mixed and 
value added primary processed 
products 
Lac tons 1.2 4.5 
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B. Horticulture based products: 
1. Fruits and vegetables products 
covered under FPO 
Lac tons 10 30 
2. Fruits and vegetables in 
informal sector 
Lac tons 1.6 30 
3. Coconut based products '000'Tons 20 100 
Cashew nut lac tons 3.7 8 
Value added cashew nut Lac tons 10 50 
4. Walnuts '000'tons 25 35 
value added walnuts '000' tons Negligible 10 
5. Ground spices mix '000' tons 95 250 
6. Spice oil, oleoresin and mixed value 
added spices flavours 
'000'tons 10 30 
C. Milk Products: 
1. MiUc products including Babv foods '000' tons 48 100 
2. Malted food '000' tons 48 100 
3. 
4. 
Condensed milk (other than Khoya) 
Butter 
'000' tons 
'000'tons 
9 
68 
20 
120 
5. Ghee '000' tons 115 200 
6. Cheese '000' tons 5 20 
7. Casein '000' tons 1.4 6.5 
8 Lactose '000' tons 1 8 
9. Traditional products Like Khoya 
and Paneer 
'000'tons 
'000' tons 
Negligible 
5.5 
10 
15 
D. Meat and Poultry Products: 
1. Buffalo meat Million tons 1.2 1.8 
2. Beef Million tons 1.26 1.6 
3. Mutton of goat Million tons 0.38 0.9 
4. Pork Million tons 0.4 0.5 
5. Poultry meat Million tons 0.45 1.0 
6. Processed meat and poultry 
products processed egg products Lac tons 0.4 
2.0 
E. Fishery Products: 
1. Production offish Million tons 4.8 6.5 
2. Processed fish products Lac tons 4.0 8.0 
F. Consumer products: 
1. Beer Million litres 350 600 
2. Potable alcohol Million litres 620 800 
3. Coca products Thousand tons 44 70 
4. Soft drinks Millions tons 165 400 
5. High Proteins foods Thousand tons 30 60 
6. Soya products Thousand tons 30 60 
7. Energy foods Thousand tons 120 400 
Source: Report of the working group on food processing industry for 
the Qt^  Plan, Government of India, New Delhi, 1997 
The data on exports of processed food between 1991 to 
2000 are presented in Table 6. It is seen that in 1991-92 
export was Rs. 2,921 crores, which increased to Rs. 10,916 
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crores in 1999-2000 of the total exports of processed foods 
the name products contribute Rs. 4,121 crores, followed by 
cereal products including basmati and non-basmati rice of 
Rs. 3,879 crores. Beside mango pulp exports, processed 
papaya and guvava are in demand mostly in the west as a 
base material for baby food industry. In 1996-97, the value 
of processed fruits and vegetable exports touched Rs. 460 
crores in the overall processed foods exports worth Rs. 
10,916 crores. 
Our marine products export market is mostly Japan, 
contributing about 48 per cent of the exports in value 
terms, followed by European Union and USA. The total 
investment required in deep sea fishing sector during the 
9th plan period is estimated at Rs. 3345 crores. Of this, 
about Rs. 3000 crores will be needed for infrastructure 
development, herein share of private sector is expected at 
around Rs. 2700 crores.34 
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6. Conclusion: 
To sum up, food is the basic to iiuman beings. After the 
inception of society, human beings produced their own 
food instead of gathering from nature or hunting animals. 
Food has very wide term and it can be enveloped in any of 
plant or animal which is consumed for nutritional 
gradually, the habit of productions of food for himself of 
human changed in and they took it as their business. And 
it became an industry and Indian government established 
its full-fledged Ministry for the Food Processing in July 
1988, But the Food Processing Industry is however, 
governed by the private sector and not by the public sector. 
The post independence period in India was really a 
tough time for Indian industry and Food Processing was 
not an exceptions. Second Five Year Plan provided a great 
support to the industrial sector. To provide better yield and 
production, government has provided lots of improved 
technologies through the applications of researches. In line 
of the improvement of production capacity for food process, 
government has introduced lot of other industrial 
development programmes. The food industry has indeed 
offered a good deal of opportunity in terms of employment 
generation exports, etc. 
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In the time of globalization, the state government of 
Delhi has also strongly supported the establishment of food 
industries with the help of multi-national companies. In 
tune with this, the Government of India liberalized the 
industrial policy to enrich its economy and standardized 
food products and to utilize the land and manpower at it, 
optimum level. However, the growth of population has led 
to the need of producing more food. The Government has 
been taking all the measures and has been adopting 
strategies to make the Food Processing Industries more 
scientific, technology savvy for enhanced output, 
quantitative products, increased exports and for generation 
of employment galore for the masses. 
The next chapter has highlighted the trend and Pattern 
of Financing of Food Processing Units of Delhi since 1991. 
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Chapter - IV 
FINANCING PATTERN OF FOOD PROCESSING UNITS O F DELHI 
SINCE 1 9 9 1 
1. Introduction: 
1991 census has registered 9,37million as the 
population of the state of Delhi, with 5.12 million males 
and 4.25 million females. The Delhi state ranks 16th among 
the States. It may be around 12 million for the Delhi state 
in 2002. The urban-rural break-up of the population is 
8.43 million and 0.94 respectively. The density of the 
population per sq. km of area in the State of Delhi is 6139 
as against all India figures of 267. The level of literacy in 
the State of Delhi is 76.09 per cent of the total population 
(aged 7 years and above) as compared to 52.11 per cent at 
the National level. 1991 census further reveals that the 
State of Delhi had a concentration of SC population, 
comprising 18.03 per cent of its total population as 
compared to 23.5 per cent at National leveP. 
The total number of workers in State of Delhi as per 
1991 census was 20.02 lacs, which is 32.18 per cent of the 
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population of the State. Of this, 0.35 lakh were cultivators; 
0.16 lakh agricultural labourers; 19.35 lakh industrial and 
other workers, and 0.16 lakh marginal workers. The State 
of Delhi is now comprised of one District having 3 local 
bodies, 2 Tehsils, 5 Blocks, 191 Gram panchayats, 213 
villages .^ 
Industries play vital role in the economic development 
of the State of Delhi. It contributes about 21 per cent of the 
State income of the territoiy. Industrial growth in Delhi is a 
post independence phenomenon. Before the inception of 
the planning era in 1951, there were 8160 industrial units 
with a capital investment of Rs. 18.13 crores and a turn 
over of Rs. 35.35 crores employing 69.26 thousand 
workers. With the initiation of planned development, 
industrialization achieved added emphasis and 
importance. As a result Delhi has an estimated number of 
85000 industries with a capital investment of Rs. 1660 
crores and turn over of Rs. 4450 crores and employing 
7.651 lakh persons at the end of 2000. This growth is 
mainly in the small scale sector as only a small number of 
industries account for large medium scale .^ 
In order to streamline the functioning of the 
Department of Industries, the entire State of Delhi has 
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been divided into 12 zones, on the basis of Municipal Zonal 
system. The 12 zones are"^ : 
City zone Pahar Gang Zone 
Karol Bagh zone West zone 
Civil line Zone Naela Zone 
Najafgarh Zone South Zone 
New Delhi zone Shahadra Zone 
NDMC Zone Delhi Cantonment zone 
Infrastructural facilities are provided in the form of 
developed plots and buildings, flatted factories plots have 
so far been developed and allotted in Okhla Industrial 
Estate, Badli Industrial Estate and functional Industrial 
Estate for Electronics Shed have been constructed and 
allotted in Okhla Industries Estate, Badli Industrial Estate, 
Bharat Nagar and Nand Nagri. Faltered Factories have 
been constructed and allotted in Flattered Factories 
Complex, Okhla, Flattered Factories Complex, Rani Jhansi 
Road and Flattered Factories Complex for leather goods at 
Wazirpurs. 
At Patpargang seven functions Industrial Estates have 
been developed and 500 plots were allotted in January, 
1990, at Narela, Industrial complex, developed by DSIDC, 
no 
1800 industrial plots were allotted by DSIDC during the 
year 1990. Also the Slum Wing, Delhi Development 
Authority has constructed 2919 industrial Work Centres 
for economically weaker section including SC and ST for 
Delhi Administration. The industries Department which 
was administering this scheme allotted 922 Industrial 
Work Wenters in May, 1991. There-after the scheme has 
been transferred to DSIDC, who are in the process of 
taking over physical possessing of Industrial Work center 
form the Slum wing Delhi Development Authority and there 
after allotting them to the eligible persons®. 
As a welfare measure for poor handloom workers, the 
Department industries has taken up construction of 30 
Weavers work sheds with 120 dwelling units at Bunkar 
Vihar, Nand Nagri. Under Badli industrial Estate Phase-Ill 
development of about 50 plots is being completed. The 
national small industries corporation, Okhla, New Delhi, 
provides industrial finance by way of supply of machines 
on hire purchase to Small Scale Industries units in Delhi^ . 
2. Existing Technical and Technological Support: 
Technical expertise and guidance are available with the 
Department of Industries to entrepreneurs seeking to set 
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up new enterprises or modernize existing enterprise or for 
diversification. They can also need assistance from Small 
Industries Service Institute at Okhla. SIS also conducts 
different types of entrepreneurship Development Training 
programmes. The Haiyana-Delhi Industrial Consultants 
Ld. (HARDICON) also provides guidance, consultancy and 
advice. Technical assistance, guidance is also provided by 
the following: 
(a) Tool Room and Training Centre; A tool room and 
Training center setup at Wazirpur Industrial Area with 
Danish Collaboration is functioning since 1978. This 
center is engaged in imparting training to young people 
so as to Pain them as food maker and designers. The 
center is also imparting training in computer Science. 
(b) Testing and Development Centers for Electronics: 
This center has been set up at Okhla in the 
Government of India for providing testing and 
developmental facilities to small electronics industries 
of Delhi. 
(c) Testing Laboratory for Domestic Electrical 
Appliances: The department of Industries has set up a 
112 
testing laboratory for the implementation of compulsory 
quality control order, 1981 of house-hold electrical 
appliances in Delhi at ISBT Building. The laboratory has 
been activated to test samples being received voluntarily 
and also through Bureau of India Standards. 
Manufacture certificates are issued to the manufactures 
of domestic electrical appliances under the House Hold 
Electrical appliances (quality control) order, 1981. Further, 
to safeguard the consumer interest and safety, the 
department is also running an enforcement section. 
Periodic surveys are conducted to enforce quality 
standard in domestic electrical appliance being 
manufactured in Delhi. The department of Industries is 
also implementing a scheme for grant of subsidy for 
purchase of testing equipment at the ratio of 25 per 
cent of the total cost of the equipment, subject to a 
maximum of Rs. 10,000.00. 
(d) Weavers Service Center: The center has been set up by 
the government of India at Weavers' Colony Bharat Nagar. 
(e) Carpet Weaving Center: A carpet weaving and training 
centers have been set up by the Department of 
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Industries in the same complex where about 50 
candidates are being imparted training. 
(f) Common Facility Centre: A common facility center 
has been established at the Flatted Factories complex 
for leather goods at Wazirpur for the benefit of leather 
good industries. A similar center has been set up at 
Flattered Factories complex Rani Jhansi Road. A six 
month training course in food-wear and leather good 
manufacture is being organized at Flatted Factories for 
leather Goods complex Wazirpur. 
(g) Paper Crafts and Paper Machine Center: The center is 
functioning with strength of 59 girls trainees. 
(h) Indian Institute of Packaging: The institute set up at 
Jhandewlan Flatted Factories Complex, is engaged in 
testing and development of packaging materials. The 
scopes of center will be enlarged after the institutes 
buildings constructed at Patparganj Industrial Area, 
Delhi for which were plot of land has already been 
allotted by the Department of Industries. 
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3. Share of State in National Income: 
The value of Net state domestic product of Delhi at factor 
cost during 1987-88 was at Rs. 3735 crores at 1980-81 prices 
and to Rs, 6322 crores of current prices. Further, the 
contribution of State of Delhi to the National Income was 2.5 
per cent during 1987-88 as against 1 per cent share of Delhi's 
population in the All India population. 
(a) Communications: 
(i) Railways: State of Delhi has track of 133.58 kms. In New 
Delhi (NDLS) and 95.16 Kms in Delhi (DLS). 
(ii) Roads: Roads net work I the State of Delhi comprises 
national highways, local bodies roads and other roads. The 
State has 372 kms of National Highways, 18160 kms of 
local bodies roads and 873 Kms of other roads. In all, the 
State of Delhi ha a road length of 19405 kms. 
(iii) Aviation: Delhi has three airports-Indira Gandhi 
International Airport for international flights, Palam Airport 
for national air services and Safdarjung Airport for training 
purposes. 
(b) Power: Power generation aspect is being taken care of 
by two power stations of Delhi electric supply undertaking, 
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at Indraprastha Estate and Rajhgat. Remaining 
requirement is being met from Badarpur, Vara-suit and 
National Grid. In 1988-89 installed capacity was 416600 KW 
were generated, out of which 1088 MW were locally generated 
and 5732 MW purchased from Nangal and other states. All the 
villages of State of Delhi have been electrified. 
(c) Banks: The number of bank offices at the end of 
1989 stood at 1103 with the total deposit of Rs. 14257.31 
crores 
(d) Training Facilities: Under the Craftsman Training 
scheme in the State of Delhi, 6532 trainees were 
undergoing training the engineering and non-engineering 
traders and under Apprenticeship with 3238 trainees at 
the end of March 1985 in State of Delhi. As on 30.9.1985 
there were training facilities at three engineering 
Technology Institutions for polytechnics In small industries 
service institute, Okhla training facilities are available 
through technical training programmes/skilled 
development courses in traders like transformer and coil 
winding, chalk crayons, fruit preservation, cosmetic items, 
detergent and allied products, screen printing, hosiery 
knitting, blue print reading, inks and gums, lens grinding 
electroplating, leather utility articles, machining, fitting etc. 
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Under the management Development course, facilities of 
training in industrial management, financial management, 
export management and cost accounting are also available. 
For promoting entrepreneurship, facilities of training in 
repair and servicing of T.V. and food preservation and fruit 
processing are available®. 
(e) Transport: There are cover 15 lakhs registered vehicles 
with computerized records, besides system of one time payment 
of road tax for private vehicles registered in Delhi and polomoid 
driving licenses introduced. 
(f) Tourist center: Important tourist center are Lai Qila, 
Jama Masjid, Qutub Minar, Jantar Mantar, India Gate, 
Birla Mandir, Humayu's Tomb etc. 
(g) Industrial Policy Statement for Delhiio: The State 
of Delhi has certain aspects of industrial growth deserving 
special attention, it is predominantly urban area without 
much hinterland. As the rate of growth of population of 
Delhi is high and further as Delhi is the national Capital, 
an industrial policy statement for the State of Delhi was 
prepared keeping in mind the above constraints and 
announced in 1982. This policy statement lays special 
emphasis on promotion of industries which can achieve 
optimum level of production with less space and power. 
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can generate maximum employment to local skilled person, 
sophisticated industries producing high value added items, 
cover areas of new technology, do not cause congestion and 
transportation bottlenecks, and are of non-pollutant and 
non hazardous nature. Apart from this, the policy 
statement also laid emphasis on traditional industries viz. 
Handicrafts, Handlooms, Khadi and village Industries, 
leather goods and Household industries. The future growth of 
industries in Delhi has to be in line with the policy state. 
Since 1987 the Delhi Administration has adopted a 
policy of encouraging only small scale industrial units in 
the State of Delhi. The only exception to this rule are 
industrial units capable of making bricks, and other end 
products utilizing substantial quantities of fly ash, 
generated by thermal power station sin the State of Delhi. 
In view of the infrastructure, in constraints in the State of 
Delhi, particularly in respect of land, it has been decided 
not to develop any new industrial estates. 
Given the pressures based on the electric power supply 
system in Delhi, it is the policy of the Delhi administration 
not to encourage \ high power consuming industrial units, 
and as far as possible grant small scale industries 
registration only to those industrial units which do not 
require power above 30 KW (40 HP) This ceiling which is in 
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the line with the prescriptions of the revised Master Plan for 
Delhi has been introduced with effect from l^ t October, 1991. 
4. Relaxation in Small Scale Industry Policy: 
(a) It was decide by the Delhi Administration in 1990, 
that while the policy of discouraging the establishment of 
new medium/large units will continue to operate 
unchanged, in case of existing Small Scale Industries units 
graduating to the medium sector due to the reasons such 
as modernization, diversification and upgradation of 
technology, the present policy will be relaxed so that the 
NOCIU for obtaining COP (Carryon Business) license and 
DCTD registration may be issued. Such relaxation will, 
however, be subject to such small scale units being 
registered as Small Scale Industries on permanent basis 
with the Department of Industries, Delhi Administration of 
at least five years and being located in a conforming 
industrial area. Further, this will be subject to the unit 
going in for addition of a sophisticated end product 
involving technology upgradation provided the new end 
product is similar. Such expansion should not be by modular 
addition of existing machines and processes (except in 
electronics industry). Also such upgradation from small scale 
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to mediums sector should not involve any expansion of 
industrial space occupied by the unit in Delhi. 
(b) The department of Industries has taken a number of 
steps to reduce problems posed to industrial unit by 
minimizing the inspection of industrial premises by 
departmental staff. For example no inspections will 
ordinarily is necessary for units which are already Small 
Scale Industries registered and which desired to add more 
end products. Also for recommending cases of exporting 
units to various export promotion councils/Agencies, 
inspections will not be necessary. In case where the 
inspection are absolutely necessary, the Department of 
Industries introduced in 1990 the practice of giving prior 
intimation in writing to the Units, of the date and time of 
inspection, so that a responsible functionary of the unit 
may be present during the visit. 
(c) No inspection of fan industrial unit can be carried out by 
the official of the department of industries unless the inspecting 
official produces a letter of authorization from the department 
signed by an officer not less in rank than a deputy director of 
industries. This letter mentions the name of the unit, purpose of 
inspections as also the date for the which it is valid industrial 
units are therefore, with in their rights to demand production of 
120 
this authorization letter from any official of the Department of 
industries, before permitting inspection of the premises. 
5. Pattern of Financing Food Processing Industries 
in Delhi Since 1991: 
Table 1 presents comprehensive statistical analysis 
with regard to number of factories in food processing which 
are engaged in Delhi from 1990-91 to 1999-2000, their 
growth pattern and their share in all India food processing 
industry. It is quite revealing from the tabular analysis that 
the growth patterns of food processing industry in Delhi is 
almost constant. 1993-94 is striking year where the growth 
is about 60 per cent. The overall average growth rate of 
food processing industry of Delhi is worked out to be 10 
per cent during the period under review. 
The growth pattern of the number of factory of food 
processing industry on all India basis registers a growth of 
2.88 per cent approximately as against 4.53 per cent for 
Delhi for the period under reference. The share of Delhi in 
the total number of food processing industry on all India-
basis has been worked out to be around 0.70 per cent for 
the period under review. 
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Table l:Growth of Number of Factories Engaged in Food 
Processing Industry of Delhi (1990-91 to 1999-
Years All India 
Per cent 
Growth 
Rate 
(Average 
Annual 
Delhi 
Per 
cent 
Share 
in India 
Per cent 
Growth 
Rate 
(Average 
Annual) 
1990-91 12920 - 91 0.70 -
1991-92 13221 2.33 113 0.85 24.18 
1992-93 13225 0.03 91 0.69 -19.47 
1993-94 15420 16.60 145 0.67 59.34 
1994-95 15113 -1.99 105 0.69 -27.59 
1995-96 15160 0.31 89 0.59 -15.24 
1996-97 16240 7.12 114 0.70 28.09 
1997-98 16023 -1.34 113 0.71 -0.88 
1998-99 16606 3.64 109 0.66 -3.49 
1999-00 16952 2.08 109 0.65 0.31 
OverM 
Average 
Growth 
Rate 
2.88% — 4.53% — 
Souice: Compfled and worked out by the Research Scholar from the 
summaiy result for factory sector, Annual Surv^ of Industries 
Central Statistical Organization, Department of Statistics, 
Ministry of Planning 8s Program ImpJementation, Government of 
India, New Delhi (various years). 
The data incorporated in Table 2 present description 
with regard to growth of long term investment of Delhi food 
processing industry during the period 1990-91 to 1999-
2000. It is indicative from the table that the total amount 
of long term investment in 1990-91 was Rs. 9950 lakhs. In 
a span of one decade the amount of long term investment 
has surged to Rs. 23871 lakhs in 1999-2000 registering an 
overall average growth of 13.94 per cent approximately as 
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against the all India average growth of 12.77 per cent 
during the same period under reference. The annual 
growth rate of food processing industry of Delhi has been 
fluctuating in a wide band. The maximum growth was 
activated during 1998-97 and minimum being negative to 
(-)8.89 per cent in 1992-93. The share of Delhi's food 
processing industry in India food processing industry is 
slightly over 1.75 per cent on average for the period under 
review. The year 1991-92, 1994-95 and 1996-97 registered 
major shares in long term investment in the all India food 
processing industry. During this period, State of Delhi 
launched many schemes and programmes for the 
development of Small Scale Industries. The needed boost 
given by State of Delhi for Food Processing Industry attracted 
large amount of capital investment in Small Scale Industries. 
Table 2: Growth of Long Term Investment in Delhi Food 
Processing Industries (1990-91 to 1999-2000) 
(Rs. In Lacs) 
Years All India 
Per cent 
Growth 
Rate Delhi 
Per cent 
Share in 
India 
Per cent 
Growth 
Rate 
1990-91 
1991-92 
919024 
916600 -0.26 
9950 
13895 
1.82 
1.52 39.64 
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1992-93 1035619 1298 12661 1.22 -8.89 
1993-94 846664 -18.25 11940 1.41 -5.69 
1994-95 1435628 69.56 17367 1.20 45.45 
1995-96 1926342 34.18 16648 0.86 -4.14 
1996-97 2684135 39.34 24256 0.90 45.70 
1997-98 2481874 -7.54 26241 1.06 8.18 
1998-99 2399891 -3.30 22637 0.94 13.73 
1999-00 2422632 0.95 23871 0.98 5.45 
Over All 
Average 
Growth 
Rate 
— 12.77% — 1.19% 13.94% 
Source: Compiled and worked out by the Research Scholar fix)m the 
summaiy result for fectoiy sector, Annual Survey of Industries 
Central Statistical Organization, Department of Statistics, Ministry 
of Planning & Program Implementation, Government of India, 
New Delhi (various years). 
Table 3 has been prepared by the Researcher to record 
the statement of working capital of Food Processing 
Industry of Delhi during 1990-1991 to 1999-2000. It is 
discerneble from the table that the growth rate of short 
tern investment of food processing of all India is higher 
29.63 per cent that the growth rate achieved by Delhi food 
processing industiy 13.75 per cent during the period under 
reference. Delhi's food processing industry's share in all 
India food processing industry's short tern investment is 
worked out to be 0.96 per cent on average during 1990-91 
to 1999-2000. The annual average growth rate of in short 
tern investment of Delhi's food processing industry is 
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discouraging showing disparate trend. 1993-1994, 1996-97 
are the years with impressive growth rate in short tern 
investment registering 47.45 per cent, and 100.44 per cent 
respectively over the previous years. 
Table 3: Working Capital of Food Processing Industries of 
Delhi (1990-91 to 1999-2000) (Rs. In Lacs) 
Years All India 
Per cent 
Growth 
Rate 
Delhi 
Per cent 
Share in 
India 
Per cent 
Growth 
Rate 
1990-91 654093 — 7452 1.13 -
1991-92 1035758 58.35 8840 0.85 18.62 
1992-93 911362 -12.90 10632 1.16 20.27 
1993-94 606171 -33.49 15677 2.58 47.45 
1994-95 2049139 238.05 14247 0.70 -9.12 
1995-96 1787688 -12.75 10495 0.59 -26.34 
1996-97 2996864 67.64 21036 0.70 100.44 
1997-98 3226177 7.65 22741 0.70 8.11 
1998-99 2637526 18.25 16351 0.62 -28.10 
1999-00 2689096 1.96 17353 0.65 6.13 
Over All 
Average 
Growth 
Rate 
— 29.63% 0.96% 13.75% 
Source: Compiled and worked out by the Research Scholar from the 
surmnaty result for factory sector, Annual Survey of Industries 
Central Statistical Organization, Department of Statistics, Ministry 
of Planning & Program Implementation, Government of India, 
New Delhi (various years). 
Table 4 presents trends in equity capital in food 
processing industry of Delhi during 1990-91 to 1999-2000. 
Table reveals that except three years i.e., 1995-96, 1998-
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99, 1999-2000, the trends in equity capital are negative. 
The share of Delhi's food processing industry's equity 
capital in all India food processing industry is 0.59 per cent 
on average during the period under review. 
Table 4:Trends in Equity Capital in Delhi's Food Proces-sing 
Industries (1990-91 to 1999-2000) (Rs. In Lacs) 
Years All India 
Per cent 
Growth 
Rate 
Delhi 
Per cent 
Share in 
India 
Per cent 
Growth 
Rate 
1990-91 1584049 — 6473 0.41 — 
1991-92 1775805 12,10 8410 0.05 29.92 
1992-93 2135620 20.26 9022 0.42 7.27 
1993-94 1499026 -29.80 11507 0.77 27.54 
1994-95 2897507 93.29 8563 0.30 34.38 
1995-96 3204381 10.59 7290 0.23 -1486 
1996-97 5104749 59.31 8660 0.17 18.79 
1997-98 4893782 -4.13 14114 0.29 62.98 
1998-99 439826 -10.13 13246 3.01 -6.15 
1999-00 4536699 3.15 9554 0.21 -27.87 
Over All 
Average 
Grow& 
Rate 
15.46% 0.59% 13.20% 
Source: Compiled and worked out by the Research Scholar from the summaiy 
result for factory sector, Annual Survey of Industries Central Statistic^ 
Oxiganization, Department of Statistics, Ministry of Planning & Program 
Implementation, Government of India, New Delhi (various years). 
Table 5 presents statistics with regard to the growth 
trends in outstanding loans of Delhi's food processing 
industry during 1990-91 to 1999-2000. Table reveals that 
since the inception of liberalization the entrepreneurs in 
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Delhi have taken resource to loans for financing their 
projects. 
Table 5: Growth Trend in Outstanding Loans of Delhi Food 
Processing Industry (1990-91 to 1999-2000) 
(Rs. In Lacs) 
Years Delhi 
Per cent Growth Rate 
(Average Annual) 
1990-91 3477 — 
1991-92 6074 74.69 
1992-93 5535 -8.87 
1993-94 9793 76.92 
1994-95 7382 -24.62 
1995-96 3201 -56.63 
1996-97 7520 134.92 
1997-98 7361 -2.11 
1998-99 7865 6.85 
1999-00 7899 0.43 
Overall average 
growth rate 
12.72% 20.16% 
Source: CompHed and worked out by the Research 
Scholar from the summary result for factory 
sector, Annual Survey of Industries Central 
Statistical Organization, Department of Statistics, 
Ministry of Planning & Program Implementation, 
Government of India, New Delhi (various years). 
Table 6 presents statistics as regards growth in total 
person engaged in Delhi's food processing industry during 
1990-91 to 1999-2000. The annual average growth of 
Delhi's food processing industry during the period under 
127 
reference is quite disparately negative in the post 
liberalization period except 1990-91, 1993-94, 1995-96 
1996-97 and 1997-98. However, the overall annual average 
growth rate for Delhi's Food Processing Industry is 1.28 per 
cent approximately as against 3.68 per cent approximately 
for all India Processing Industry during the period under 
reference. The share of Delhi's Food Processing Industry in 
terms of persons engaged in all India Food Processing 
Industry as around 0.75 per cent for the period under review. 
Table 6:Total Person engaged in Delhi's Food Processing 
Industry (1990-91 to 1999-2000) 
Years All India 
Per cent 
Growth 
Rate 
Delhi 
Per cent 
Share in 
India 
Per cent 
Growth 
Rate 
1990-91 1204542 ~ 8484 0.70 — 
1991-92 1073783 -10.86 9165 0.85 8.03 
1992-93 1297503 20.83 8928 0.69 -2.59 
1993-94 969551 -25.26 9094 0.94 1.86 
1994-95 1230235 26.89 8558 0.70 -5.89 
1995-96 1411754 14.75 8288 0.59 -3.15 
1996-97 1308007 -7.35 9287 0.71 12.05 
1997-98 1380135 5.51 9624 0.70 3.63 
1998-99 1797285 30.26 9405 0.52 -2.28 
1999-00 1474508 -17.96 9515 0.65 1.17 
Over All 
Average 
Growth 
Rate 
— 3.68% — 0.71% 1.28% 
Source: Compiled and worked out by the Research Scholar from the 
summary result for factory sector, Annual Survey of Industries 
Central Statistical Organization, Department of Statistics, Ministry of 
Planning & Program Implementation, Government of India, New Delhi 
(various years). 
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In Delhi's Food Processing Industry the payment wage 
to workers has been subject reviews, revisions as per the 
provisions, status and acts pertaining to minimum wages 
act, companies act and other relevant acts (Table 7). 
The trends in payments in total emoluments have been 
presented in Table 8. Table reveals an upwards movement 
in the payment of emoluments. The workers on the whole 
have been taken proper care of and they have also been 
receiving all the benefits of the welfare measures. 
Table 7:Trends in Wages to Workers in Delhi's Food 
Processing Industry (1990-91 to 1999-2000) 
Years Delhi (Rs. in Lacs) 
Per cent Growth Rate 
(Average Annual ) 
1990-91 1367 — 
1991-92 1569 14.78 
1992-93 1698 8.22 
1993-94 1792 5.54 
1994-95 1965 9.65 
1995-96 3204 63.05 
1996-97 2651 -17.26 
1997-98 3347 26.25 
1998-99 2889 -13.68 
1999-00 3051 5.60 
Overall average 
growth rate 
10.22% 
Soiuce: Compiled and worked out by the Research Scholar ircsn the summary result for 
factoiy sector, Annual Survey of Industries Central Statistical Organization, 
Department of Statistics, Ministry of Hanning 80 Program Implementation, 
Government of India, New Delhi (various years). 
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Table 8:Trends in Payments of Total Emoluments in 
Delhi's Food Processing Industry (1990-91 to 
1999-2000) (Rs. In Lacs) 
Years Delhi 
Per cent Growth Rate 
(Average Annual) 
1990-91 2863 — 
1991-92 3185 11.25 
1992-93 3518 10.46 
1993-94 4177 18.73 
1994-95 4533 8.52 
1995-96 3016 -33.47 
1996-97 6118 102.85 
1997-98 7503 2264 
1998-99 5803 -22.65 
1999-00 6129 5.61 
Overall average 
growth rate 
12.39% 
Source: Compiled and worked out by the Research 
Scholar from the summary result for factory 
sector, Annual Survey of Industries Central 
Statistical Organization, Department of Statistics, 
Ministry of Planning 8s Program Implementation, 
Government of India, New Delhi (various years). 
Sales include the ex-factory value (i.e., exclusive of 
taxes, duties, etc., on sale and inclusive of subsidies etc., if 
any) of all products and by-products excluding 
intermediate products that have been completed during the 
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accounting year for sale whether actually sold during the 
accounting year or not. The data incorporated and 
analyzed in Table 9 with regard to growth trend in sales of 
Delhi Food Processing Industry during 1990-91 to 1999-
2000 reveal the similar trend as that of total input. The 
overall annual average growth rate of sale for Delhi Food 
Processing Industry accounted for 10.16 per cent during 
the period under reference as against 10.56 per cent for all 
India Food Processing Industry. The share of Delhi Food 
Processing Industry in all India Food Processing Industry 
in terms of sales is 0.71 per cent approximately. The 
fluctuating trend in growth of sale of Delhi Food Processing 
Industry may be attributed to general economic slow down. 
Table 9: Growth Trend in Sales of Delhi's Food Processing 
Industry (1990-91 to 1999-2000) (Rs. In Lacs) 
Years All India 
Per cent 
Growth 
Rate 
Delhi 
Per cent 
Share in 
India 
Per cent 
Growth 
Rate 
1990-91 11841819 - 83406 0.70 ~ 
1991-92 12080814 2.02 103268 0.85 23.81 
1992-93 14881758 23.19 102400 0.69 -0.84 
1993-94 12244921 -17.72 115145 0.94 12.45 
1994-95 15737919 28.53 109352 0.69 -5.03 
1995-96 17008498 8.07 99852 0.59 -8.69 
1996-97 26846014 57.89 188450 0.70 88.73 
1997-98 26888860 0.16 189513 0.70 0.56 
1998-99 29971336 11.46 161728 0.54 -14.66 
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1999-00 27603177 -7.90 170383 0.65 5.35 
Over All 
Average 
Growth 
Rate 
— 10.56% - 0.71% 10.16 
Source: Compiled and worked out by the Research Scholar from the summaiy 
result for factoiy sector, Annual Survey of Industries Central Statistical 
Organization, Department of Statistics, Ministiy of Planning & Program 
Implementation, Government of India, New Delhi (various years). 
The data presented in Table 10 render a detailed 
account as regards growth trend in net value added in 
Food Processing Industry of Delhi during 1990-91 to 1999-
2000. The table indicates fluctuating growth trend during 
the period under review, however, the over all annual 
average growth rate for the period under reference 
accounts for 47.18 per cent as against 23.08 per cent of all 
India Food Processing Industry. The share of Delhi Food 
Processing Industry in terms of net value added in all India 
Food Processing Industry is about 1.45 per cent on average 
for the period under reference. 
The processing of raw material for value additions is 
still at a very low level i.e. less than 2 per cent as compared 
to 25-60 per cent in the developed countries. To boost the 
growth, the government and the industry have to work in 
close union. 
The industry needs to adopt the latest technologies to 
inject greater efficiency which could provide economies of 
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scale and cost effectiveness. There is an urgent need to 
introduce technologies that can add value at a reasonable 
cost as the premium of processed foods over fresh fruits 
and vegetables cannot be very high if large demand is to be 
generated. Some of the new technologies in cold storage 
system include changing the cooling system, used of prefab 
insulted panels, spraying potatoes wit sprout. Suppressant 
and then storing them to save power and use vapor 
absorption refrigeration, based on solar and bio-gas energy 
which has been adopted in the advanced countries. Similar 
innovations have already been applied in several other areas. 
Table 10:Net Value added in Food Processing Industry of 
Delhi (1990-91 to 1999-2000) (Rs. In Lacs) 
Years All India 
Per cent 
Growth 
Rate 
Delhi 
Per cent 
Share in 
India 
Per cent 
Growth 
Rate 
1990-91 491670 — 3463 0.70 — 
1991-92 13223 -32.42 1057 7.99 -69.48 
1992-93 566350 70.47 3897 0.69 268.68 
1993-94 737916 30.29 6925 0.94 77.70 
1994-95 1220056 65.33 8501 0.70 22.76 
1995-96 1334932 9.41 7837 0.59 -7.81 
1996-97 2628334 96.89 18461 0.70 135.56 
1997-98 2705501 2.94 19069 0.70 3.29 
133 
1998-99 
1999-00 
1559791 
2031644 
-42.35 
3.25 
12371 
13110 
0.79 
0.65 
35.13 
5.98 
Over AU 
Average 
Growth 
Rate 
— — 27.86% 1.445% 47.181% 
Source: Compiled and worked out by the i?esearch Scholar from the summaiy 
result for factory sector, Annual Survey of Industries Central Statistic^ 
Organization, Department of Statistics, iVlinistry of Planning & Program 
Implementation, Government of India, New DelH (various years). 
The Indian processed food industry has shown a 
tremendous potential for exports. During 1998-99 the total 
export from the country was Rs. 1,41,603 crore which 
included Rs. 25,224 crore of agriculture, plantation and 
processed food products. This was 18 per cent of the total 
exports. The total exports of processed foods, viz., 
processed fruits and vegetables, animal products, rice, 
marine products and other processed foods was valued at 
Rs. 12,915 crore during 1998-99 which was 0.2 per cent of 
the total exports. Globalization has led to an increase in 
trade across the borders of different countries and 
annually about 460 million tons of food valued at US $3 
billion is traded. India has, thus a great potential for global 
trade in agricultural and processed food products (Table 11). 
T a b l e l l : G r o w t h trends in Exports of Food Processing Industry of 
Delhi (1990-91 to 1999-2000) (Rs. In Lacs) 
Per cent Per cent Per cent 
Years AU India Growth Delhi Share in Growth 
Rate India Rate 
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1991-92 283100 10.03 2398 0.85 49.18 
1992-93 352700 24.58 2434 0.69 1.49 
1993-94 496000 40.62 4662 0.94 91.58 
1994-95 612400 23.46 4226 0.69 -9.37 
1995-96 1066100 74.08 6290 0.59 48.86 
1996-97 1091600 2.39 7641 0.70 21.48 
1997-98 1280600 17.31 9092 0.71 18.99 
1998-99 1460700 14.06 9495 0.65 4.42 
1999-00 1640800 12.33 9845 0.60 3.69 
Overall 
average 
growth ~ — 21.89% 0.733% 23.032% 
rate 
Source: Compiled and worked out by the Research Scholar from the 
summaiy result for fectoiy sector, Annual Survey of Industries 
Central Statistical Organization, Department of Statistics, Ministry 
of Planning & Program Implementation, Government of India, 
New Delhi (various years). 
Profit represents here net operating income after 
deducting the interest and taxes for food processing 
industry of Delhi for the period under review. 
The average growth trends in profit of Food Processing 
Industry of Delhi during 1990-91 to 1999-2000 reveal the 
similar trends as that of net value added. 
Table 12: Growth Trends in Profits After Interest and Tax 
for Food Processing Industry of Delhi (1990-91 to 
1999-2000) (Rs. In Lacs) 
Years All India 
Per cent 
Growth 
Rate 
Delhi 
Per cent 
Share in 
India 
Per cent 
Growth 
Rate 
1990-91 88026 — 620 0.70 — 
1991-92 466468 429.92 3983 0.85 542.42 
1992-93 258687 -44.84 1780 0.69 55.31 
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1993-94 198270 -23.35 1886 0.95 142.75 
1994-95 236468 19.26 1654 0.70 117.35 
1995-96 156540 -33.80 919 0.59 44.44 
1996-97 1344050 758.59 9494 0.71 825.46 
1997-98 1145788 -14.75 8198 0.72 13.01 
1998-99 174167 -84.80 3273 1.88 60.08 
1999-00 541035 210.64 3491 0.65 6.69 
Overall 
average 
growth 
rate 
— „ 121.71% 0.844% 180.75% 
Source: Compiled and worked out by the Research Scholar from the 
summaiy resxilt for factoiy sector, Annual Survey of Industries 
Central Statistical Organization, Department of Statistics, Ministry 
of Planning 8c Program Implementation, Government of India, 
New Delhi (various years). 
Profit represents the factor share of entrepreneur 
obtained before deducting the interest and taxes from the 
gross profit. The data analyzed in Table 13 reveal the same 
trend as that of profit registering 59.43per cent annual 
average growth rate as against 161.61 per cent for all India 
Food Processing Industry during 1990-91 to 1999-2000. 
The share of Delhi Food Processing Industry in terms of net 
income is above 1.15 per cent on average during the same 
period. 
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Table 13: Trends in Profit Before Interest and Tax of Food 
Products of Delhi (1990-91 to 1999-2000) 
(Rs. In Lacs) 
Years All India 
Per cent 
Growth 
Rate 
Delhi 
Per cent 
Share in 
India 
Per cent 
Growth 
Rate 
1990-91 394415 — 1404 0.36 — 
1991-92 367850 -6.74 5255 1.43 274.28 
1992-93 373788 1.61 2976 0.79 -43.37 
1993-94 59440 -84.09 4297 7.22 44.39 
1994-95 1005987 1592.44 3155 0.31 26.58 
1995-96 1165448 15.58 2339 0.20 -25.86 
1996-97 2389230 10.5 10986 0.46 369.68 
1997-98 2422745 1.40 10232 0.42 -6.86 
1998-99 1257361 -48.1 5036 0.40 -50.78 
1999-00 1744472 38.74 5352 0.31 6.27 
Overall 
average 
growth 
rate 
— — 161.61% 1.19% 59.43% 
Source: Compiled and worked out by the Reseal.43rch Scholar from the 
summary result for factoiy sector, Annual Survey of Industries Central 
Statistic^ Organization, Department of Statistics, Ministry of Planning & 
Program Im^ementation, Government of India, New Delhi (various 
years). 
Tables 14 has been prepared to assess the trends in 
long term investment in Food Processing Industry in Delhi 
during 1990-2000. It is noticeable from Table 14 that Food 
Processing Industries in Delhi have been relying largely on 
the seed capital rather than the loans to finance their 
projects. The long term investment including the seed 
capital and loans reveal raising trend during the period 
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under reference. The long term investment in 1991 stood at 
Rs. 9950 lacs which increased to Rs. 13895 lacs in 1991-
92 registering the growth rate of 40 per cent. However, in 
successive two years, i.e., 1992-93 and 1993-94, the long 
term investment witnessed disinvestment. The investment 
in Food Processing Industry in Delhi picked up enormously 
in 1994-95 registering impressive growth rate of 46 per 
cent and thereafter till 1998 this industry witnessed an 
increasing growth trend. However, in 1998-99 again this 
industry fell pray to disinvestment to pick up again in 
1999-2000. The disinvestment witnessed by Food 
Processing Industry in Delhi may be attributed to economic 
slow down the world over in general and India in 
particular. 
Table 14: Long Term Investment Analysis of Food 
Processing Units of Delhi (1990-91 to 1999-2000) 
(Rs. In Lacs) 
Years Total Capital Debt 
Working 
Capital 
Long Term 
Investment 
(Average Annual) 
1990-91 13925 3477 7452 9950 
1991-92 16661 6074 8840 13895 
1992-93 17758 5535 10632 12661 
1993-94 17824 9793 15677 11940 
1994-95 24232 7382 14247 17367 
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1995-96 26942 3201 10495 16648 
1996-97 37772 7520 21036 24256 
1997-98 41621 7361 22741 26241 
1998-99 31123 7865 16351 22637 
1999-00 33325 7899 17353 23871 
Source: Compiled and worked out by the Research Scholar fiDm the 
summaiy lesult for fectory sector, Annual Survey of Industries 
Central Statistical Organization, Department of Statistics, Ministry 
of Planning 85 Program Implementation, Government of India, 
New Delhi (various years). 
The cost of capital represents the rate of return which 
the firm or the company must earn on its investments for 
satisfying the expectation of the investors who are the 
supplier of the fund. The computation of the cost of equity 
capital for the present study has been done in accordance 
with the price ratio method in which the cost of equity 
capital is the discount rate that equals the present value of 
expected future divided per share with the net proceeds. 
This method is considered to be suitable where the earning 
and dividends are supposedly stable. Table 15 clearly 
prefers out variegated trends in the cost of equity capital of 
Delhi Food processing Units during 1990-91 to 1999-2000. 
In the year 1990-91 the cost of equity capital of Delhi Food 
processing Units was lowest i.e. 3.83 per cent as in the 
year 1996-97 the cost of equity capital is highest i.e. 39.46 
per cent. In other years under the reference the cost of 
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equity capital was worked out to be 9 per cent on average. 
It may be inferred here that Food Processing Units of Delhi 
have been able to raise equity capital easily. 
Table 15: Cost of Equity Capital of Delhi Food Processing 
Units 1990-91 to 1999-2000) (Rs. In Lacs) 
Equity 
Capital 
Cost of 
Year Dividends Equity Capital 
Per Cent 
1990-91 248 6473 3.83 
1991-92 1434 8410 17.05 
1992-93 587 9022 6.51 
1993-94 792 11507 6.88 
1994-95 695 8563 8.11 
1995-96 368 7290 5.04 
1996-97 3418 8660 39.46 
1997-98 2705 14114 19.17 
1998-99 1473 13246 11.12 
1999-2000 1466 9554 15.34 
Overall 
average 
growth rate 
13.25 
Source: Worked out by Research Scholar. 
Cost of owned capital = Ke^ — xlOO 
NP 
Where, Ke = Cost of equity share 
D= Dividend 
NP = Net proceeds 
The cost of debt represents the rate of interest 
payable on debt. Table 16 reveals that the cost of the debt 
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for the Delhi Food Processing Units for the period under 
references is fluctuating in the range of lowest 11.43 per 
cent in the year 1993-94 and the highest 33.55 per cent in 
the year 1995-96. The Food Processing Units of Delhi 
appears to have taken advantages of numerous post 
references incentives packages for raising debt capital at 
cheaper and competitive rate. 
Table 16: Cost of Debt of Food Processing Units of Delhi 
(1990-91 to 1999-2000) (Rs. In Lacs) 
Year Interest Loans Cost of Debt 
Per Cent 
1990-91 638 3477 18.34 
1991-92 1023 6074 16.84 
1992-93 908 5535 16.40 
1993-94 1120 9793 11.43 
1994-95 1096 7382 14.85 
1995-96 1074 3201 33.55 
1996-97 951 7520 12.46 
1997-98 975 7361 13.25 
1998-99 1178 7865 14.98 
1999-2000 1239 7899 15.68 
Overall average 
growth rate 
16.78% 
Source: Worked out by Researc 1 Scholar. 
Cost of Debt = Kdb = I/P x 100 
Where, Kdb = Before tax cost of debt 
I = Interest 
And P = principal. 
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Table-17 presents financial leverage of Delhi food 
processing units from 1990-91 to 1999-2000. Table 
presents profit after interest and tax (Profit after interest 
and tax) and profit before interest and tax (Profit before 
interest and tax). It is discernible from the table that Profit 
after interest and tax has registered a wavering trend. 
Profit after interest and tax of Delhi food processing units 
is Rs. 620 in 1990-91 it has touched the highest point of 
Rs.9494 lacs in 1996-97. 
Table further reveals Profit before interest and tax 
during the period under review. It is indicated from the 
table that Profit before interest and tax has registered a 
fluctuating trend. It lowest of Rs. 1404 lacs in 1990-91 and 
the highest of Rs. 10986 in the year 1996-97. This high 
Profit before interest and tax is mainly ascribed to the fast 
and mushroom growth of number of factories in Delhi. 
Table 17: Financial Leverage of Delhi Food Processing 
Units (1990-91) (1999-2000) 
Years PAIT PBIT PAIT xlOO 
PBIT 
1990-91 620 1404 44.16 
1991-92 3893 5255 74.08 
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1992-93 1780 2976 59.81 
1993-94 1886 4297 43.89 
1994-95 1654 3155 52.42 
1995-96 919 2339 39.29 
1996-97 9494 10986 86.41 
1997-98 8198 10232 80.12 
1998-99 3273 5036 64.99 
1999-00 3491 5352 65.22 
Overall average 
growth rate 
61.04 
Source: Compiled and worked out by the Research 
Scholar 
Table 18 presents return on investment analysis of 
Food Processing Industry of Delhi during 1990-2000. It is 
discernible from the table that the earnings of Food 
Processing Industry have been fluctuating during the 
period under review. The fluctuation in return on 
investment is ranging between the minimum of 0.055 in 
1995-96 to the maximum of 0.312 in 1997-98. This clearly 
implies inconsistency in the profit earned by the Delhi 
Food Processing Units during the period under reference. 
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Table 18: Return on Investment Analysis of Food 
Processing Industries of Delhi (1990-91 to 
1999-2000) (Rs. In Lacs) 
Years Profit 
Long Term 
Investment 
ROI=Profit/ 
Long Term 
Investment 
1990-91 620 9950 -0.0623 
1991-92 3983 13895 -0.2866 
1992-93 1780 12661 -0.1706 
1993-94 1886 11940 0.1579 
1994-95 1654 17364 0.0952 
1995-96 919 19648 0.0552 
1996-97 9424 24258 0.03885 
1997-98 8198 26241 0.3124 
1998-99 3273 22637 0.1446 
1999-00 3491 23874 0.1462 
Source: Compiled and worked out by the Research Scholar. 
Table 19 presents renders accounts as regards 
significant ratios with regard to Delhi Food Processing 
Industry during 1990-2000. It is indicative from the table 
that profit to sales ratio is fluctuating. The similar trend is 
witnessed in profit to long term investment, profit to equity 
capital ratio, and profits to short tern investment ratio for 
the period under reference. 
These ratios are the important yardsticks used for 
measuring the overall efficiency of an industry. Ratios 
reveal how well the resources are being used, higher the 
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ratios, better are the results. It can be inferred that the use 
of the resources is not effective. However, after the 
corrective measures and steps were taken the ratios seem 
to have improved achieving peak in the year. 
Table 19: Ratio Analysis of Food Processing Industry of Delhi 
(1990-91 to 1999-2000) (Rs. In Lacs) 
Years 
Profit to 
Sales 
Ratio 
Profit to 
Equity 
Capital 
Ratio 
Profit to 
Working 
Capital 
Ratio 
1990-91 0.0074 0.0958 0.0832 
1991-92 0.0386 0.4736 0.4506 
1992-93 0.0174 0.1973 0.1674 
1993-94 0.0164 0.1639 0.1203 
1994-95 0.0151 0.1932 0.1161 
1995-96 0.0092 0.1261 0.0876 
1996-97 0.0504 0.0963 0.4513 
1997-98 0.0433 0.5808 0.3605 
1998-99 0.0202 0.2471 0.2002 
1999-00 0.0205 0.3654 0.2012 
Source: Compiled and worked out by the Research Scholar. 
Table 20 presents a statement of ration analysis of profit 
retained and dividend paid by Delhi Food Processing Units 
during the period 1990-91 to1999-2000. Table reveals a 
fluctuating trend in the both dividend paid and profit 
retained. However, it is discernible that 66 per cent of 
profit has been retained in 1990-91 during the next year 
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ratio of profit retained has come down to 56 per cent in 
1991-92, 49 per cent in 1993-94 respectively. The next two 
years has witnessed a rising trend in profit retained by the 
units 72 per cent of the total profit has been retained by 
the Delhi Food Processing Units to finance their new 
project or for further expansion. 
Table 20: Ratio Analysis of Profit Retained and Dividend 
Paid of Delhi Food Processing Units (1990-
91tol999-2000) (RS. in Lacs.) 
Years Dividend Profit 
Retained 
Ratio 
1990-91 248 372 0.66 
1991-92 1434 2549 0.56 
1992-93 587 1193 0.49 
1993-94 792 1094 0.72 
1994-95 695 959 0.72 
1995-96 368 551 0.67 
1996-97 3418 6076 0.56 
1997-98 2705 5493 0.49 
1998-99 1473 1800 0.82 
1999-00 1466 2025 0.72 
Source: Compiled and worked out by the Research Scholar. 
Debt-equity ratio is an important tool of financial 
analysis depicting relationship between loans funds and 
owners funds. This is a popular method to asses the long 
term financial solvency of a firm. Infect this reflects relative 
plains of lenders and owners against the firm's assets. 
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From table 20 it is discernible that the food processing 
industry has not being able to achieve the generally 
accepted standard of debt equity ratio of 2:1. During entire 
period under review this implies that Delhi Food Processing 
Units have not properly serviced the debt contrary to the 
interest of the creditor. 
Table 21: Debt Equity Ratio of Food Processing Units of 
Delhi (1990-91 to 1999-2000). (RS. in Lacs) 
Year Debt 
Equity 
Capital 
Debt/ Equity 
Ratio 
1990-91 3477 6473 0.54 
1991-92 6074 8410 0.72 
1992-93 5535 9022 0.61 
1993-94 9793 11507 0.85 
1994-95 7382 7290 0.86 
1995-96 3201 7290 0.44 
1996-97 7520 8660 0.87 
1997-98 7361 14114 0.52 
1998-99 7865 13246 0.59 
1999-
2000 
7899 9554 0.83 
Source: Worked out by Research Scholar. 
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Table 22 presents statistics with regard to the return on 
net worth of the Food Processing Unit of Delhi during 
1990-2000. Net worth in this case is worked not by 
dividing profit with equity capital. The capital equity 
represents in the case of a firm and small scale industry 
equity capital, reserves surpluses and undistributed profit 
minus accumulated losses if any. It is discernible from the 
table that baring the three initial years of the period under 
review the net worth of the Food Processing of Delhi units 
is positive although fluctuating. It can be inferred that the 
value of the assets of the Food Processing Unit of Delhi is 
enhancing. 
Table 22: Return on Net Worth of Food Processing Industries of 
Delhi (1990-91 to 1999-2000). (Rs. In Lacs) 
Years PAIT Net Worth 
Return on 
Net Worth 
1990-91 620 6473 0.0958 
1991-92 3983 8410 0.4736 
1992-93 1780 9022 0.1973 
1993-94 1886 11507 0.1639 
1994-95 1654 8563 0.1279 
1995-96 919 7290 0.1261 
1996-97 9494 8660 1.0963 
1997-98 8198 14114 0.5808 
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1998-99 3273 13246 0.2470 
1999-00 3491 8554 0.3654 
Source: Compiled and worked out by the Research Scholar. 
6. Conclusion: 
To sum up, it may be inferred that the pattern of 
financing of food processing units of Delhi largely depends 
upon the equity to finance their projects. This clearly 
proves that the debts were marginally used by the Delhi's 
Food Processing Units. The reason behind this is the 
household nature of the business i.e., small scale industry. 
The tiny units do not have well organized accounting 
system. The small units are averse to loans. The small 
units do not create reserves for investment. The number of 
units has not increased. However, there has been 
substantial increase in the capital to finance long term 
capital requirements and to meet the requirement of the 
working capital. It may be observed that the new units are 
not much increasing as a result of the state policy to make 
Delhi free of industrial hub. 
Debt/Equity ratio suggests that Delhi units are 
resorting to financial leverage for a maximum cost of 
capital. The Debt/Equity ratio is below one. It reveals 
emphasize on safe financing policy of the Food Processing 
Units. 
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The succeeding chapter entitled Problems and 
Prospects of Food Processing Units of Delhi highlights the 
major problems of the Food Processing Units of Delhi with 
an emphasize on financing. 
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Chapter - V 
PROBLEMS AND PROSPECTS OF FOOD PROCESSING 
UNITS OF DELHI 
1. Introduction: 
The agriculture supports 60 per cent (approx) of the 
countiy's labour force. It performance has a significant 
impact on the Indian economy because of its forward and 
backward linkages. The development of this sector is 
imperative to eradicate to poverty, generate demand for 
industrial goods and promote overall development. There is 
a need to have quantum increase in our agriculture exports 
and for that we have to adopt productive agriculture 
practices that make us internationally competitive.^  
According to an estimate only 1.2 percent of the total 
food output is being processed and compares unfavorably 
with the estimated global average of 10 percent. India is 
one of the biggest emerging markets with a population of 
nearly 1 billion and a strong middle class of 250 million. 
Rapid urbanization, increase in number of working women 
and rising per capita income having all contributed to the 
rapid growth and change in demand pattern. 
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The board categories, that fall under food processing, 
include fruits and vegetable processing, food-grain milling, 
dairy products, sugar, beverages like tea, coffee, cocoa 
products like chocolates, confectionaries, edible oils, 
vanaspati, tobacco and tobacco based products, process of 
refrigeration of poultry and eggs, meat and meant 
products, processing of fish, fishing and fisheries beyond 
territorial waters, specialized packaging for food processing 
industries, beer, alcoholic drinks from molasses base, 
aerated waters, soft drinks of other processed food. Indian 
Food Processing Industry is dominated by traditional items 
like sugar, edible oils, vanaspati, tea and dairy products 
which account for around 60per cent of production (Table-1), 
Beverages and tobacco products account for another 12 
percent whereas fruit and vegetable constitute around 1.6 
percent, the share of bakery products is 2.5 percent .^ 
Table 1 
Statement Showing Share of Food Processing Output in 
the Total Production (2001) 
s. 
No. Particulars 
Percent share in 
total Production 
1 Traditional Items like Sugar 
edible oils, Vanaspati and Tea 
60% 
2 Beverages and Tobacco 12% 
3 Fruits and vegetables 1.6% 
4 Bakery products 2.5% 
5 Others (Rice, Wheat and etc.) 23.9% 
Sources: Compiled by the Research Scholar from Various issues of SBI Monthly 
Review, Mumb^. 
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In the organized sector, there are 820 flour mills, 409 
fish processing units, 114 meat processing unit, 138 
sweetened and aerated water (soft drinks) units, 90 milk 
products units, 429 sugar mills. 725 solvent extraction 
units and several other food processing factories (Table-2). 
Table-2 
Total Number of Processing Units in the Organized 
Sector (2001). 
s. 
No. Particulars Number of Units 
1 Fishing Processing Unit 409 
2 Floor Mills Units 820 
3 Meat Processing Units 114 
4 Sweetened and Aerated Water 138 
5 Milk Products Units 90 
6. Sugar Mills Units 429 
7. Solvent Extraction Units 725 
Total 2725 
Sources: Compiled by the Research Scholar from Various issues of SBI 
Monthly Review, Mumbai. 
The estimated size of Indian food processing industry is 
of the order of Rs. 200000 crore. It can be divided into 
three broad segments. A large segment of tea, biscuits oils 
and fats valued at Rs. 125000 crore. A medium size market 
for bread, coffee, bread, dairy, Ice cream and confectionary 
products valued at Rs. 35,00 crore and smaller market for 
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butter, cheese, fruits, vegetables, noodles and snacks 
valued at Rs. 1,500 crores, Table 3. 
Table 3 
Estimated Value of Products of Indian Food Processing 
Industry (2001). 
s. 
No. Product (Segments) Value (in Crores) 
1 Tea, Biscuit, Oils and Fats 125000 
2 Bread, Coffee, Dairy, Ice 
Cream and Confectionary 
35000 
3 Butter, Cheese, Fruits, 
Vegetables and etc. 
1500 
4 Miscellaneous 70000 
Total 200000 
Sources: Compiled by the Research Scholar from Various issues of SBI 
Monthly Review, Mumbai. 
India is one of the leading producer of fruits. Coconuts, 
spices and milk. The installed capacity of fruits and 
vegetables processing industry has been steadily 
increasing. The capacity of the industry (excluding fried 
and sun-dried fruit and vegetable products amounted to 
20.8 lakh tonnes in 2001. Exports of marine products 
during 2000-2001 were worth Rs. 462700 lakh with a 
share of 3.3 per cent in the total export earning during the 
year. The production of milk powder and infant milk food 
was estimated to 2.25 lakh tonnes in 2001 (Table-4). 
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Table-4 
Statement Showing India's Food Processing Industry's 
Installed Capacity, Exports and Promotion (2001) 
s. 
No. Particulars Value (in Lakh) 
1 Installed Capacity of Fruits 
and Vegetables 
20.80 
2 
3 
Exports of Marine Products 
Production of Milk Powder and 
Infant Milk Food 
462700.00 
2.25 
Sources: Compiled by the Research Scholar from Various issues of SBI 
Monthly Review, Mumbai. 
This industry is growing at an average rate of 20 per 
cent annually. The industry ranks fifth in the country in 
terms of value addition, ranks first in the term of 
employment generation with 19 per cent of the entire 
industrial labour force engaged ion the agro-food 
processing industry. India is characterized by varied 
agro=climatic conditions due to its sheer size. This endows 
the country with a huge potential to produce a wide range 
of horticulture crops. With annual output of over 106 
million tonnes of fruit. Vegetable and plantation crops. 
India ranks next only to China. Of the total produced, 
nearly 25-30 per cent is wasted due to lack of proper 
storage and processing facilities during the glut season.^ 
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This chapter seeks to identify the problems and based 
thereon to carve out a set of strategy for Food Processing in 
Sector in India and propelling it into the main stream of 
the world economy. 
2. The Problems of Food Processing Industry: 
In 1977 the government of India paid considerable 
attention by promulgation of exclusive policy a measure for 
the development of this sector. However, nothing concrete 
was obtained in terms of implementation of these policies. 
This industry continued to suffer in terms of lack of term 
loan, working capital loan. The loans available to this 
industry was an exorbitant cost. The security margins was 
very high, there was no venture capital assistance and 
insurance cover. Incentives, concessions, tax holidays and 
other sub benefits were nor easily available to these sector. 
For promotion of exports, the infrastructural and other 
subsidiary facilities were scantly available. 
Most of the agro-industrial products are seasonal and 
hence, have shelf life with high degree of reskiness. In this 
circumstances, requirement of working capital is 
substantial which generally small scale industry do not 
maintain leading to severe financial crunch as a result 
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individual business cycle slows down severely affecting 
overall marketing of the product. 
The availability of term loans and working capital loans 
to the small scale entrepreneurs is subject to a lot of 
redtapasim and nepotism. On account of these sum times 
entrepreneurs do not get fund on time as a result many of 
the profitable projects are not availed of. 
The indirect in the form of advertisement cost, 
distribution cost and other allied cost pertaining to 
marketing of products are very high. Generally the small 
scale industry are unable to bear the burnt of these coast 
and thus, fins themselves handicapped to compete with 
others in the market. This industry suffers from excessive 
warehouse cost, storage cost and wastage cost and 
demurrages charges which ultimately add to the total 
exports and as a consequence less margin of exports 
earnings. One of the most serious drawbacks of the small 
scale industry is that they generally avoid preparing 
feasibility report which leads to all sorts of mismanagement 
in financial management, production management, 
inventory management, cost management, sales 
management etc. 
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In the present study, it has been observed that the 
short term investment of Food Processing Industry of Delhi 
is low as compared to all India short terms investment of 
Food Processing Industries. It is felt that most of the 
Delhi's Food Processing Industries are facing problem in 
the raising adequate short term finance due to lack of 
appropriate banking facilities for short term financing. 
The inception of liberalization and globalization has 
opened wide spectrum of sphere for the growth of 
automation. Some of the Food Processing Units of Delhi are 
still sticking to old system of production as they have not 
been able to replace the obsolete technology due to lack of 
proper and timely arrangement of finance. These units are 
badly suffering from the problem of financing their 
technological up-gradation projects. 
Delhi's Food Processing Units sales is not satisfactory 
enough. The negative and slow growth in the sales is 
ascribed to poor marketing intermediaries, week marketing 
penetration and lack of professionalism in marketing 
approach. 
Through the Food Processing Industry possess great 
deal of exports potentialities yet this does not adequate 
financing projects besides tough competitions faced by 
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them from foreign companies. Economic slow down the 
world over in general India in particular has created 
tremendous pressure on long term investment. 
Cost of capital of Delhi Food Processing Units has 
witnessed wide range of fluctuation during the period 
under study. This fluctuation indicates that industry can 
easily raise the equity capital. But due to inconsistent 
profit and dividend declaration the capacity to raise the 
capital is hampered to some extent. Though cost of debt is 
cheaper and it is available at a competitive rate yet it need 
an improvement. So that Delhi units can easily finance 
their technological up-gradation projects. 
The ministry of food processing was setup in July 1988 
with a view to (1) promote the establishment of units which 
would add value to agricultural produce and increase 
overall productivity and farmer's income and (2) help the 
creating additional rural employment besides eliminating 
colossal wastage of food products. The industry (both 
organized and unorganized players) has been identified by 
the government as a thrust sector mainly on account of 
high employment generation avenues and increases in 
value added out put. 
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Most of the food processing units are in the small and 
medium sector with traditional equipment. The industry is 
dependant on the availability of fruits and vegetables 
characterized by season. Inconsistency in availability i.e. 
quality of raw materials is subject to vagaries of nature and 
other factor such as perishability. Most of the products 
used in this industry are perishable at all stages of 
manufacture and involve high market expenses for 
developing a brand. The lack of infrastructure facilities i.e. 
cold storage is the major bottleneck in the growth of Food 
Processing Industry in Delhi. 
Nevertheless, the food processing industry high by 
regulated under innumerable rules, laws and orders. 
Besides, it has to cope with various of regulatory agencies, 
such as, the Agriculture Product Export Development 
Authority (APEDA), Marine Product Export Development 
Authority (MPEDA), National Horticulture Board and 
various Commodity Boards dealing with items like cashew, 
tea and coffee. It may be suggested to have a single 
regulatory agencies in place of the numerous existing 
regulatory bodies. It would save the industry much time 
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and financial cost for performing their main functions 
efficiently. 
Another aspect that the food processing industry has to 
tackle is the absence of adequate patents and copyrights as 
seen in the case of basmati rice and the recent issue of 
high-yield cow to which a Swiss company has applied for a 
patent. This has affected research and development 
activities and hopefully amendments in the patent laws 
address this problem. 
The industry and the Government need to sit and 
thrash out the hurdles that impede the growth of the food 
processing industry. There is an urgent need to look at the 
supply chain, the structure of the industry, distribution, 
consumer attitudes and government policies. 
As regards the supply chain, a lot of intermediaries are 
there in the chain, which take a lot of money away from the 
chain without providing any value addition. As the 
intermediaries account for 65 percent of a product's MRP, 
it leads to a low realization for growers and high cost of 
consumers. Encouraging contract farming (where the 
processors could directly procure raw materials from the 
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growers) will enable the food processors to get close to the 
growers and avoid intermediaries. 
As regards structure of the industry, it is not well 
developed by small players. The industry needs large 
companies, which have the financial muscle for 
establishing a large marketing network and also to invest 
in latest technology. Greater use of radiation technology in 
food processing and application of biotechnology will go a 
long way in increasing productivity and improving varieties 
of fruits and vegetables."* 
Physical access to food has been the major strategy of 
our development programmes during 1980's and 1990's. 
Due to impressive increase in agriculture production, 
where the per capita availability of food grains is 
concerned, it has improved. 
The major problem is under-nutrition, malnutrition and 
silent hunger prevailing in the different section of the 
society in the country, since the food consumption is sub-
optimal and unbalanced. Declining per capita availability of 
pulses and low intake of fruits and vegetable, milks, eggs 
and other animals products narrate the story of 
nutritionally insecure food growth. Retardation caused by 
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the deficiency of macro-nutrients is the most common 
striking feature. A large section of population does not get 
safe drinking water. The pathetic situations have been 
revealed by a recently conducted survey which releals the 
following facts:-
Per capita energy intake is 2292 cal as against the 
recommended norms of 2400 cal in rural area and 2100 
cal in urban areas. 47.7 per cent of households have 
calorie inadequacy, 19.5 per cent population is suffering 
from protein calorie malnutrition. 47 per cent adults have 
chronic energy deficiency. 30 per cent infant born have low 
birth weight among pre-school children. Percentage of 
growth retardation is 34-72 per cent. In age group of 0-4 
years, 53 per cent children are malnourished and under 
weight, whereas 52 per cent have stunted growth. 87.5 per 
cent of the percentage women are anemic and have 
substantially low hemoglobin level. 165 million of the 
population is suffering from iodine deficiency, whereas 54 
million population is suffering from goiter. A large section 
of population is prone to vitamin A deficiency leading the 
several types of complications associated with vision. 
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To turn around the corner, Indian agriculture has to 
produce more food (additional 5 tonnes per year) with 
better nutritional quality. It calls for paradigm, shift from 
chemical and farming system to knowledge and labour-
based eco-technologies.® 
Food production enhancement through green revolution 
could not have been adequately translated into food and 
nutrition security due to devastating poverty, lack of 
purchasing power, growing unemployment and of course 
burgeoning population. As revealed by samples survey 
study, 40 per cent of the population was below poverty line 
in 1998. According to one other estimate, landless 
agricultural labours do not get employment for 100-150 
days/years. As a consequence, they are incapable of 
meeting their nutritional requirements. Inspite of stability 
in per capita availability of food grains maintenance of food 
buffer stock, efforts of public food distribution system and 
several developmental programmes, a major section of 350 
million (about one third of the total population) lack 
economic access to food, because their consumption 
expenditure is not sufficient to buy the food they require. 
To ensure economic access it become imperative that 
food and nutrition policies focus mainly on generation of 
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more livelihood and income through productivity and 
profitability. This calls for the creation of multiple 
employment opportunities so that people can produce as 
well as purchase their essential requirements and leads a 
reasonable life. This can be achieved by developing both on 
farm and off farm sectors. In this context, diversification of 
agriculture is the key to attain household food and 
nutrition security. Attention should also be given to 
strengthen market driven micro-enterprises supported by 
micro-credit system. 
Social dimension of the food and nutrition security 
requires special focus on food and nutritionally vulnerable 
sections of the society in regard to gender class and ethnic 
discrimination. Women, tribes, small and marginal farmers 
and landless labour families are more susceptible to this 
insecurity. Emphasis on individuals should get equal 
importance. Even in a household, women and girl children 
are more prone to protein energy main nutrition and under 
nutrition than men and boys due to cultural factors 
leading to male biased intrahouse food distribution system 
and low status of women in the rural society lack of care 
for nutritionally susceptible members of the household 
worsens the situation. 
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This involves an enabling environment for securing 
efficient biological utilization of the nutritients consumed. 
Water borne diseases, infection and environmental hazards 
affect body systems adversely. Poor under nourished 
section of the society suffers most from these problems. 
Whereas health and hygiene is concerned, only 4 per cent 
of the rural population in our country is covered by 
sanitation facilities. This aspect of food and nutrition 
security requires attention to natural resource 
management viz. conservation of genetic resources, soil 
quality water harvesting, etc, as well as sanitation, 
environmental hygiene, health care and education. 
Fruits and vegetables cultivation in the country is 
marred by many factors like low yield and poor quality. The 
farmers get poor return and very little incentive to improve 
their farm management. The important factors responsible 
for this situation are: 
• Poor-quality planting material. 
• Low density Plantations. 
• Long gestation period. 
• Poor agronomic practices and farm management. 
• Lack of post-harvest market technology and infrastructure. 
• Inadequate training facilities. 
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• Non-availability of credit for production and marketing 
operations. 
• Inadequacy of technologies specially suited to the area 
and wide gap in available technology and actual 
application in the field. 
• Inadequate extension services. 
With agriculture becoming technology and business 
oriented, small and marginal farmers cannot compete with 
those who have adopted the latest farm technologies and 
progressive in their outlook. Agricultural diversification is 
the only solution to improve their lot. The farmers would 
have to look beyond the cultivation of cereal if they have to 
prosper. They must understand that fruits and vegetables 
earn 20 to 30 times more than cereals®. 
The annual losses that occur during the different stages 
of grading, packaging, transportation, storage and 
marketing of fruits have been estimated to be 20 per cent 
to 40 per cent of the total production. This wastage is 
wroth Rs. 230000 million. Such enormous losses are 
caused by several factors:-
• Perishable nature of fruits. 
• Small and marginal production holdings. 
• Unsatisfactory packaging and transport conditions, 
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• Lack of storage facilities 
• Improper handling at terminal markets. 
Further, the fruits are often picked immature and are 
ripened artificially, which mars their quality. Packaging 
material, too is often of poor quality. The fruits are packed 
mainly in wooden baskets and gunny bags. 
Of the total combined annual output of fruits and 
vegetables of 128 million tonnes, about one-fourth goes 
waste owing to inefficient post-harvest practices and 
transportation. Only 1.5 per cent of the total produce can 
be processed in terms of available capacities. Though the 
installed capacity of the processing industry is estimated at 
1.5 million tonnes, the production barely exceeds 0.6 
million tonnes. 
Among the food products churned out by the 
processing industry are frozen fruits and vegetables, fruit 
pulps, candy and crystallized fruits, beverages, canned and 
bottled fruits and vegetables, vinegars, sauces juice 
squashes and syrup. Despite the low industrial activity and 
sluggish supplies of fruits and vegetables, the food-processing 
industry recorded high growth rates in the 90's. 
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The value addition through processing not only means 
higher rewards for the growers but also greater exports to 
Europe, West Asia, and Asia Pacific region. In fact, the 
growth of the processing industry is primarily export-
driven. Despite the wide variety of fruits and vegetables 
and a comparative advantage in their production and 
export, India has not done well on the export front. Only a 
few commodities have been included in the export basket. 
With the exception of mango, India's global market share is 
less than 1 per cent. A major destination of fruit export is 
the Middle East. Relatively, veiy small quantities are 
exported to Bangladesh, Nepal, Mauritius, Singapore, the 
United Kingdom, Canada, France, Germany and Italy. 
Among fresh fruits, mangoes particularly Alphanso, 
Kaser, Desheri, Banganapali and grapes, constitute bulk of 
the exports. Other having export potential are banana, 
sapota, pomegranate, ber, guava, Litchi, Kinnow and 
Strawberry. Sporadic efforts have been made in the past to 
export kinnow in large quantities. Among vegetables, the 
maximum export is of onion. Potato and tomato are also 
exported, but the value realized from these in much less 
than from onion. Very small quantities of cabbage. 
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cauliflower and okra are also exported. For a stronger 
footing in the world market, the country need to bring more 
quality products into the export basket. 
The exim policy offers several incentives to give a boost 
to exports of horticulture produces and products. Under 
the duty drawback scheme, all taxes pain by the exporter 
on indigenous and imported inputs are refunded in full. 
The advance license for export production scheme allows 
duty-free access to improve a raw materials and inputs. 
Under the EPCG scheme, a unit is entitled to import 
capital good at a concessional duty of 15 per cent if it 
undertakes to export four times the value in five years.''' 
Also, to augment export, the government has 
introduced the concept of 100 per cent exported oriented 
horticulture units under which all benefits given to EOUs 
in other sectors are given if these horticulture unit export 
at least 50 per cent of their products. Such units are 
offered benefit like duty-free import of capital goods, raw 
materials and consumable while having access to sales in 
domestic market up to an enhanced limit of 50 per cent of 
the production. 
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After the formation of Agricultural and Processes Food 
Products Exports Development Authority (APEDA) under 
the Ministry of Commerce, organized efforts were made to 
boost the export of fresh horticultured produce especially 
to those countries which have a large potential market for 
tropical and sub-tropical fruits and vegetables and can pay 
higher unit value. The major constraint in developing export to 
these markets, as identified by APEDA, is the quality 
assurance which large buyers, especially big supper market 
chain/ importer supplying to super market, require to meet the 
food safety legislation of the importing country. 
For horticulture import, eveiy country stipulates 
specific regulations that are in consonance with its 
environment, plant and consumer health. For exports to 
the US, for instance, the product should satisfy USDA 
regulations. Similarly, in case of Japan, the horticulture 
produce should meet the requirements laid down by the 
country's ministry of Agriculture, Forestry and Fisheries. 
Export to European countries requires health certificate 
(phytosanitary certificates) from the National Protection 
organization in the control of origin, issued not more than 
14 days prior to a consignment's dispatch. 
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The Agriculture Ministry is trying to make food 
standard more stringent to bring Indian food-products at 
par with international standards, known as Codex 
Alimentarius. These standards were drafted by a committee 
setup by the World Health Organization and Food and 
Agriculture Organization. 
Allied with this is the issue of organic farming. The 
world is now realizing the disastrous side effects so 
chemical farming organic farming helps improve the 
physical, Chemical and biological properties of the soil. It 
also maintains the ecological balance as well as the 
productivity of life supporting system for the future 
generations. Soil management practices that do not impair 
health and structure are prerequisites for achieving higher 
productivity and reduce cost of cultivation in agriculture. 
To make organic farming more successful, it essential to 
develop eco-friendly technologies for higher crop 
productivity. Some of the recently developed technologies 
to be considered under eco-friendly organic farming 
include the adoption of natural farming practices, use of 
high yielding varieties with potential to resists pests and 
diseases, application of bio-oculants, bio-pesticides / bio-
control agents, use of bio-fertilizers, role of soil micro-
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organisms, soil vermicompost and integrated pest 
management. It is high time India introduced in the market 
organically produced horticulture products. 
The import policy of the government is primarily based 
on the augmentation of domestic supplies to meet the local 
requirements and providing inputs at reasonable process 
to the processors. Free export of all vegetable, except onion, 
is presently allowed. Onion export is canalized through the 
national Agriculture Cooperative Marketing Federation of 
India (NAFEED) and the Maharashtra State Agricultural 
Marketing Board. The export of Bangalore rose onion, 
Krishnapuram onion and 3000 million tonnes of all 
varieties of onion on a government basis is allowed to Sri 
Lanka through NAFED. Export of 25000 million tonnes of 
onion per month is allowed through the Maharashtra State 
Agricultural Board. The import of vegetables, which is 
covered under the classification of consumer items, is not 
permitted except against a license or in accordance with a 
public notice issued in this regard. However, import of 
certain fruits and vegetables is freely allowed for SAARC 
countries subject to the condition that the items are in 
new/prime condition and are of origin of the SAARC 
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countries listed in the notice. However, these imports are 
subject to normal admissible import tarrif. 
3. WTO and Food Processing Industry: 
It is felt that process (imports) cannot be reversed as 
India was committed to lift restriction under the World 
Trade Organizations (WTO) agreement. "India cannot 
remain isolated on the issue. It cannot dictate what kind of 
imports should be allowed and what should be restricted. 
Under the WTO obligations, all the trade barriers on 
consumer goods would have to be lifted by the year 2002 
and apple is included in it". Till now, there was ban on the 
imports on several fruit varieties. But, after April 1999, 
traders are free to bring in popular table fruits like apple, 
orange, guava, pineapple, plum, banana, mango, 
strawberiy, cherry and kiwis. In fact, apple is turning out 
to be one of the most competitive markets in India as the 
US Australia, New Zealand, Europe and South Africa fight 
for a share in the Indian consumer's fruit basket. 
According to trade estimates, at least 200 million 
consumers are ready to pay premium for apple during the off 
season and around 10-20 million are prepared to pay more for 
high quality apples. 
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Traders in Delhi Azadpur Sabzi Mandi, which handles 
70 per cent of the local apples, say at least 25-30 
containers of US apples had been contracted. Interestingly, 
most of the imported fruits are being transshipped from 
Dubai, one of the cheapest neighbouring markets for fruit. 
Most wholesalers there have huge cold storage facilities. 
Making sorting and packaging easier. The fruits are also 
dipped in liquid wax, which seals their pores and increase 
their shelf life. 
4. Prospects for Food Processing Industry: 
Despite the constraints there is a tremendous potential 
for the Indian food processing Industry to grown and 
expand. The maximum growth possibility is in the basic 
food sector. According to the study conducted by CII, the 
food industry will grow threefold to $60 billion by the year 
2005. Indian food production, which is equal to that of US, 
could emerge as number one and value-added food 
production is scheduled to triple from $20 million in 1995 
to $60 billion in 2005®. 
There is an increasing demand for the processed food 
keeping in view the rising per capita income, emergence of 
nuclear families, emergence of a large class of working 
women. Urbanization and the demonstration effect 
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propelled by the electronic media. India, with 1000 million 
people, spread across 3.3 million sq. km offers a vast 
consumer market. The Indian market is a far bigger than 
the continent of Australia or many of the European 
countries. With such a large base and with the 
phenomenon of upward mobility occurring over the years, 
the opportunities for the food processing sector are 
substantial. During the Bearish trend in stock market 
since 1997, tt was the FMCG (Fast Moving Consumer 
Goods) sector that had fared well. Food processing industry 
is a part of FMCG sector. This sub-segment within FMCG 
has witnessed significant activity in the stock market. 
Britannia, Cadbury, Hindustan Lever have reported strong 
performance from food business. 
The Ministry of Food Processing has set up a corpus 
fund of Rs. SOOcrore to increase availability of soft 
assistance for food processing industries. The IDBI and 
SIDBI have been roped into to provide finance to 
companies recommended by the Ministry in private sector. 
Netherlands-based Robabank, a non-banking finance 
company, solely committed to financing food processing 
industry has entered India and has already offered debt 
and equity finance to a few Indian companies. Keeping in 
view the sunrise status of the food processing industry and 
178 
the current liquidity situation resulting the recent RBI 
announcement (CRR cut) the prospects of Food processing 
Industry appear bright, both for the credit and investment 
banker. The government has been implementing various 
measures to boost production and exports, these include: 
• Providing assistance for raising small and large 
nurseries for production of food quality planting 
material, upgrading of technical know-hov^ ^ of farmer 
through demonstration, training and publicity, 
rejuvenation of old orchards, area expansion, supply of 
mini-kits for vegetables, improving productivity and 
training of farmers under the centrally sponsored 
scheme of integrated Development of Tropica, 
Temperate and Arid Zone Fruits. 
• Provision of soft loans for setting up grading/processing 
centers, auction platforms, reopening / curing chambers 
and quality testing equipment. 
• Providing financial assistance to exporters to exporters/ 
growers/cooperative societies for development of 
Infrastructural facilities such as purchase of specialized 
transport units, establishment of pre-cooling/cold storage 
facilities and integrated post harvest handling systems 
(pack houses). 
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• Grant of financial assistance for improving packing and 
strengthening of quality control, including adoption of 
latest ISO 9000/ HACCP systems at export units. 
• Grant of air freight subsidy for export of selected fresh 
vegetables and fresh fruits. 
• Establishment of vapor heat treatment facilities for 
improving the acceptability of the product, especially 
mangoes, in overseas markets. Research efforts are on for 
the use of modem technologies such as controlled/modified 
atmosphere technologies in transportation for increasing the 
shelf life of perishable products. 
• Arranging promotional campaigns such as buyer-seller 
meets and participation in important international fairs 
and exhibitions. 
• Setting up of integrated cargo handling and cold-
storage facilities at various international airports for 
handling export of perishable items such as fresh fruits 
and vegetable. 
• Providing technical advisory services and other support 
services to trade and industry, including training to 
farmers on export production, quality packaging and 
transport. 
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a. Changing Consumer Profile: 
Irrespective of the growth of individual categories, 
retail audit data already show a distinct shift among 
consumers towards adopting packaged food items. Over 
40 per cent of all packaged goods consumed in urban 
India. While those in rural India over 20 per cent 
packaged goods are consumed. This trend will deepen, 
because of the changing profile of the consumer. 
Education, employment and media will make the 
consumer more discerning and demanding. Health, 
hygiene and convenience will emerge as strong needs. 
Combined with this, higher discretionary incomes will 
allow consumers to graduate to products of better 
quality which deliver higher order benefits. 
Internationally, it has been seen that a per capita 
GDP of $1500 in purchasing power parity (PPP) terms 
lead a surge in processed food consumption. This is 
bound to get repeated in India whose per capita GDP, in 
PP terms, is now $ 1400. 
The expanding mass market, comprising the 
consuming class and climbers, will cut across urban 
and rural India, one out of every three persons is 
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thought to be part of the mass market; by 2005 it will 
be one of five. In rural India, one out of every 10 
persons is in the mass markets, by 2005 it will grow to 
one out office. This will lead to rapid growth in the 
demand for processed foods, equally impacting rural 
India which, in certain categories like branded tea, is 
already growing faster than urban India. As a result, 
primary and secondary processed foods will become 
veiy large markets. The growth in tertiaiy processed 
foods will also be fast. The total processed food market 
by 2005 will be of the order of Rs. 225000 crores. The 
top five items constitution two thirds of this will be 
cereals, oils and fats, liquid milk sugar and bakeiy, all 
high growth mass based high volume segments. 
b. Upstream Investment Avenue: 
As companies respond to these opportunities, they 
will invest in the upstream element of the food chain. 
They will give farmers access to appropriate technology 
and inputs to rise yields. They will help to develop the 
necessary cold storage and transport infrastructure, 
ensuring that the output is scientifically stored and 
transported to the markets and customers in good time. 
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This will reduce both wastage and intermediaries 
between the farmers and the consumer, now six to 
seven compared to two to three in the U.S. The 
integration will have two benefits. Consumers will get 
more hygienic and value added packaged products at 
affordable prices; the frame sector's advantage will be 
higher income from assured and captive markets. The 
additional gain for the countiy, as a whole will be the 
potential for cost-competitive exports, based on natural 
advantage of agricultural resources. 
However, this beneficial cycle will largely depend 
upon the conducive policy framework, the key need is 
to adopt an integrated view of the food chain. Issues 
pertaining to agriculture and Food Processing now 
come under the ambit of three different ministries of 
Agriculture, Food and Food Processing. Their linkage 
under a border umbrella would ensure greater focus, 
continuity and quicker decision making, through a 
unified policy regime. The agriculture sector must be 
quickly liberalized. The emphasis should be on 
mobilizing large investments in roads, power, irrigation 
and farm equipment, rather than on subsidies. It also 
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entails a pragmatic approach to land reform to attract 
capital to actual farm activities. 
c. Role for Contract Farming: 
Till land reforms are achieved, systematic 
improvements should be brought about in contract 
farming, so that it protects the interests of both farmers 
and the industry while farmers should be protected 
from being burdened with unsold crops, the industry, 
in times of shortage, should not face a raw material 
crunch. A quasi-judicial system is therefore, required 
for the enforcement of counteracts. Efficient marketing 
of farm output will help the farmers return and also 
make available agro-products to industry in a 
transparent manner. 
Legislation related to manufacturing and taxation 
should be made more investment friendly. The 
government has already taken certain significant steps. 
Processed food like biscuits and ice cream have been 
deserved, cold storage's and rice milling deregulated 
and imports duties and taxation on processing 
equipment have been reduced. But this has clearly 
proved inadequate. The plethora of legislation must be 
184 
harmonized in unified Food Act. The taxation regime 
should be rationalized. At present, there are least 20 
laws relating to food products. For example, there is an 
overlap among the Acts on weights and measures and 
labeling leading to contradictions. The prevention of 
food Adulteration Act specifies individual permissible 
ingredients in various categories, whereas it should 
really specify only exclusion. These will encourage 
innovation and therefore affordable high quality and 
safe products. 
Similarly, the taxes on packaged for products hinder 
growth. The industry suffers for multiple taxes like 
excise, sales tax and in certain cases even an mandi 
tax, leading to a cascading impact. The imposition of 
excise on mass consumption items, like packet tea, 
negates the veiy purpose of encouraging food 
processing. In fact, countries like Indonesia, Thailand, 
the Philippines, Malaysia and the US do not impose 
excise duty at all on food products. India, too, should 
avoid taxation on food products or at the very least, 
reduce the total impact significantly. 
185 
Encouraged by a conducive policy framework, the 
food processing industry can indeed play a crucial role 
in raising agricultural productivity, employment 
generation and rural prosperity, which continue to be 
the key imperatives before the country. The government 
and the industry working together to develop expertise 
and ideal business systems can ultimately catalize the 
growth of the industry. 
5. Strategies for Food Processing Industry for 21'^ 
Century: 
India is the world's second largest producer of fruits 
and vegetable with an annual production of 40 million 
tonnes of fruits and 60 millions tonnes of vegetables. It 
accounts for 1 per cent of the global trade in processed 
food, to the tune, of Rs. 28000, crore. At about 40 per cent 
of the produce wroth Rs. 23000 crore is wasted every year 
due to lack of storage chain. The existing cold storage 
capacity is estimated at about 26 million cubic meters 
about 85 per cent of the facility is for storage of potatoes. 
In India one percent of throat horticulture produce is 
converted into value added products. Only 1.3 per cent of 
the total fruits and vegetable in the country are processed 
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as against 40 per cent in developing countries and 70 per 
cent in developed countries. Only modern technology, 
quick transport and better storage facility can enable the 
industry to grow to its potential. In order to adopt greater 
efficiency, the industry needs to infuse latest technology 
that would provided economies of scale and cost 
effectiveness. Greater use of radiation technology in 
processed and application of biotechnology will help in 
increasing productivity and improving varieties of foods 
and vegetables. 
As regards tax structure for food industry, India has 
one of the highest tax rates for processed food industry as 
compared to other Asian countries. India is the only 
country to levy excise duty on processed foods apart from 
Thailand. In the Union Budget 1999-2000, the Government 
had reduced the excise duty by (2 per cent (from 18 per 
cent to 16% per cent) on chocolates, malted food drinks, 
instant coffee and sugar confectionary. The impact of the 
budget on this sector was positive mainly on account of the 
initiatives outlined in the budgets. The budget has given 
priority sector status to the food processing industry for 
the purpose of bank lending. The budget aimed at 
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improving cold distribution chains and reduction in 
wastages. 
The union budget 2000-1 has highlighted the 
importance of the Food Processing Industry. Among the 
measures taken by the finance Minister for the benefit of 
industry include (i) specified cold chain equipments 
exempted from excise duty, (ii) Import duty on agricultural 
goods (other than cereals) and marine products have gone 
up to 35 per cent plus 10 per cent surcharge for the 
existing rate of 5-15 per cent. However, duties on products 
like biscuits dairy products, bread and cakes have been 
increased from 8 to 16 per cent. 
India followed the liberal policy for foreign investment in 
the food-processing sector. Post harvest technology, 
infrastructure building, cold chain and packaging and 
some of the areas/in which the country is seeking 
competent overseas collaborations need to be toned up. 
Food processing sector as considered to be one of the 
sunrise industries is speedily increasing the share of FDI 
over the year. Till November 1999. 5.718 industrial 
Entrepreneurial Memoranda (EEMS) have been filed in the 
food processing sector envisaging an investment of Rs. 
188 
53700 crore. Apart from these, 1111 approvals have been 
granted till October 1999 envisaging an investment of Rs. 
19086 crore for setting up of 100 per cent EOU's/ 
industrial licenses, in various sector of food processing. 
Out of the total investment of Rs. 72786 crore approved in 
the sector, the foreign investment involved is Rs. 9125 
crore, 848 projects have already gone into commercial 
production till September 1999. 
The CII sponsored FAIDA (Food and Agriculture 
Integrated Development Action) report prepared by 
McKinley 85 Company, published a couple of years ago, 
highlighting the growth potential of Indian food market is 
being updated by the CII and will be released shortly. The 
foreign direct investment (FDI) inflow was a mere 15 per 
cent of the total proposed Rs. 53736 crores in the country's 
food processing sector in the nine-year period till December 
1999. Senior official of the department of Food Processing 
Industry (EFPI) said FDI was only Rs. 9100 crores during 
this period. "India processes only 1.8-2 per cent of the food 
produced and processed food is even considered unhealthy 
and unhygienic", they said adding this perception stymied 
the fruition of proposals into an actual investment. Of 
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proposals worth Rs. 53736 crore received from July 1991 
to December 1999 for 5875 food processing projects, only 
673 with an investment of Rs. 7517 crores had been 
implemented. The largest number of 405 proposals were 
received in the fruit and vegetable products categoiy for 
sitting up 100 per cent export-oriented units with an 
investment wroth Rs. 5026 crores, as per the annual report 
of the development of food processing industry. Next was 
the fermentation industry with 211 proposals promising 
investment wroth Rs. 2073 crores.^  
A synergy of strong government policy support suitable 
price incentive, better institutional infrastructure and 
coordination for technology transfer, monitoring and 
evaluation is urgently required to avoid the future and 
nutrition insecurity. Targeted Public Distribution system 
for estimating protein caloric malnutrition should be 
speeded up and properly implemented. The basic objective 
of TPDS to concentrate on population below poverty line 
and phase out the subsidy element achieved in reality. 
Infact not only the actual take off of cereals under PDS is 
quite low, the grain quality is also very poor. 
Employment generation and marketing empowerment 
needs to be oriented towards more food, more jobs and 
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more income to ensure economic access to food besides 
physical access. Primary education, health care, 
environmental hygiene and sanitation facilities and women 
empowerment need special attention. Public investment in 
research and development and for roads, storage, markets 
and other infrastructure facilities should be substantially 
raised. 
6. Conclusion: 
In fine the Food Processing Industry in India is mainly 
in the unorganized sector. However, the trend there is 
movement towards the reform of the organization of small 
units as firms in place of sole proprietorship. The areas in 
which considerable interest has been evinced include fruit 
and vegetable processing, consumer and infant foods. 
There is vast lec wag in the processing of vegetables and 
fruits in the country and the actual output. It is just 2 per 
cent of the total out put of vegetable and fruits that the 
Food Processing Industry is using to manufacture 
products. The Food Processing Units are hampered by low 
consumption of processed food, high cost - that an average 
consumer cannot afford and the problems of inadequate 
infrastructure. The Food Processing Units have to make 
the marketing campaign effective to raise demand. 
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However, the scope for expansion in Food Processing 
sector is enormous. There are specific areas where 
indigenous efforts should take a cue from the achievement 
of other countries e.g. China, USA, UK, in modernizing the 
Food Processing Industry. The state has got to develop 
infrastructure, provides subsidies to farmers and setup 
counselling centres for the guidance of the growers. It 
would be helpful to make green revolution ever lasting for 
industry, farmers and consumers. Research will be the 
foundation for the food and nutrition security, strategies 
are needed to focus on poverty alleviation nutrition 
originated agricultural production and enhanced function 
of market and trade. 
The strategy must be evolved to achieve long term 
objective of consumers welfare, workers welfare and the 
welfare of the owner together with benefit for the farmers. 
The next chapter presents summary of the research 
with a focus on resolution of major financing problems of 
the Food Processing Units of Delhi. 
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CHAPTER-VI 
SUMMARY AND SUGGESTIONS 
1. Summary of Conclusions: 
Any firm engaged in creating values by processing plant on animal 
material which is consumed for nutrition, sustenance and growth, is 
called Food Processing Unit. The broad category that falls under Food 
Processing are fruits and vegetable processing, food growing milling, 
dairy products and sugar. Beverages like tea and coffee, Cocoa 
products like chocolates, confectionaries, edible oils and vanaspati, 
tobacco and tobacco based products. Processing and refrigeration of 
poultry and eggs, meat and meat products. Processing of fish, fishing 
and fisheries beyond territorial waters, specialized packaging for Food 
Processing Industries. Beer, alcoholic drinks from molasses base, 
aerated waters, soft drinks and other processed food. 
The following firms are renowned in the industry of Food 
Processing and hold a major share of Delhi market: 
1. Kamakhya Fresh Foods Ltd., 
2. M/S Hari Narain Gokal Chand, 
3. Hamdard (Wakf) laboratories. 
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4. Universal Glass Pvt. Ltd., 
5. Asiatic Agencies, 
6. Bafna Agro, 
7. Flora Technology Ltd., 
8. Funna International, 
9. H.S. Bajaj and Sons, 
10. Vania and Sons, 
In Delhi hotel industries is also flourishing and one section of 
every hotel comes under the definition of processed food i.e., 
kitchen. 
Food Processing Industry occupies a pivoted role in green 
revolution. The study takes into account following measures areas of 
financial issues of the Food Processing Units of Delhi: 
1. Capitalization 
2. Capital Structure 
3. Cost, Return and Risk 
4. Impact of Capital Leverage on the Value of the Food 
Processing Units. 
5. Financial Environment-Monetary Policy and Fiscal Policy. 
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The research scholar has delved into vast literature on financing. 
The exhaustive bibliography anfiply bears out the extent of 
references to the works to the eminent authors. Nevertheless, the 
research scholar modified the approach to the financing problems by 
forging accounting and statistical tools for evaluation of the financial 
data for the period 1990-2000, a decade. The following findings: 
1. In capitalization it is seen that the Food Processing units 
are under capitalized. The cost of capital is less then the rate of return. 
The best efforts of the Food Processing Units of Delhi to expand, 
modernize and develop have not succeeded with easy access to capital 
market. The research scholar has found that the industry would 
continued to shackled with restricted access to capital market till it is 
organized as joint stock companies. The equity and the reinvestment of 
profit is the only option to finance limited expansion and modernization. 
The research scholar has applied the test of economy of scale. 
The Food Processing Industry of Delhi is predominately small scale 
industry. It consists of tiny, cottage units to the tune of 80 per cent. In 
other words and the large units are for and between. However, 80 per 
cent If the industrial wealth is in the health of 20 per cent of the large 
units and the medium units. It is a sigh of small units to disappear 
ultimately because of small capital, traditional technology and changing 
pattern of food products. The small units would eventual lose market to 
the giants in the liberalized business environment. 
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The long term strategy for capitalization would reflect both the 
policy of the management and the response of investors in the capital 
market. The fusion is possible for the management if it achieve the 
expected rate of return. 
2. Capital Structure 
The pattern of financing of food processing units of the Delhi 
largely depends upon the equity to finance for their projects. This clearly 
proves that the debts were marginally used by Delhi's food processing 
units. The reason is the house hold nature of the business i.e., small 
scale industry. The tiny units do not have well organized accounting 
system. As a matter of the unit insistence on safety the small units are 
averse to loans. The small units do not create reserves for the 
investment. The number of units has not increase during the period 
under review. However, there has been substantial increase in the 
capital to finance long term capital requirements and to meet the 
requirements of the working capital. It may be observed that the new 
units are not much increasing as a result of the state policy to make 
Delhi free of industrial hub. 
Debt / equity ratio suggests that Delhi units are resorting to 
financial leverage for a maximum cost of capital. The Debt/Equity ratio 
is below one (< 1). It reveals emphasis on safe financing policy of the 
food processing units. 
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In fine the Food Processing Industry in India is mainly in the 
unorganized sector. However, the trend there is movement towards the 
organizational reform of small units as firms in place of sole 
proprietorship. The areas in which considerable interest has been 
evinced include fruit and vegetable processing, consumer and infant 
foods. There is vast lec wag in the processing of vegetables and fruits in 
the country and the actual output. It is just 2 per cent of the total out put 
of vegetable and fruits that the Food Processing Industry is using to 
manufacture products. The Food Processing Units are hampered by low 
consumption of processed food, high cost - that an average consumer 
cannot afford and the problems of inadequate infrastructure. The Food 
Processing Units have to make the marketing campaign effective to 
raise demand. 
However, the scope for expansion in Food Processing sector is 
enormous. There are specific areas where indigenous efforts should 
take a cue from the achievement of other countries e.g. China, USA, 
UK, in modemizing the Food Processing Industry. The state has got to 
develop infrastructure, provides subsidies to farmers and setup 
counselling centres for the guidance of the growers. It would be helpful to 
make green revolution ever lasting for industry, fanners and consumers. 
Research will be the foundation for the food and nutrition security. 
Strategies are needed to focus on poverty alleviation nutrition originated 
agricultural production and enhanced function of market and trade. 
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The strategy must be evolved to achieve long term objective of 
consumer's welfare, workers welfare and the welfare of the owner 
together with benefit for the farmers. 
3. Cost, Risk and Return: 
The availability of term loans and working capital loans to the 
small scale entrepreneurs is subject to a lot of redtapasim and 
nepotism. On account of these sum times entrepreneurs do not get fund 
on time as a result many of the profitable projects are not availed of. 
The indirect in the form of advertisement cost, distribution cost 
and other allied cost pertaining to marketing of products are very high. 
Generally the small scale industry are unable to bear the burnt of these 
coast and thus, fins themselves handicapped to compete with others in 
the market. This industry suffers from excessive warehouse cost, 
storage cost and wastage cost and demurrages charges which 
ultimately add to the total exports and as a consequence less margin of 
exports earnings. One of the most serious drawbacks of the small scale 
industry is that they generally avoid preparing feasibility report which 
leads to all sorts of mismanagement in financial management, 
production management, inventory management, cost management, 
sales management etc. 
In the present study, it has been observed that the short term 
financing of Food Processing Industry of Delhi is low as compared to all 
India short terms funds of Food Processing Industry. It is felt that most 
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of the Delhi's Food Processing Industries are facing problem in the 
raising adequate short term finance due to limited access to banking 
facilities for short term funds. 
The inception of liberalization and globalization has opened up new 
avenues for development and the growth. Some of the Food 
Processing Units of Delhi have financial problems to induct modem 
system of production. They have not been able to replace the obsolete 
plants and machine due to lack of proper and timely arrangement of 
finance. These units are suffering from inadequate funds for 
modernization and expansion. 
Delhi's Food Processing Units sales is not satisfactory enough. The 
negative and slow growth in the sales is ascribed to poor marketing 
intermediaries, week marketing penetration and lack of professionalism 
in marketing approach. 
Through the Food Processing Industry possess great deal of 
exports potentialities yet this does not adequate financing projects 
besides tough competitions faced by them from foreign companies. 
Economic slow down the world over in general India in particular has 
created tremendous pressure on long term investment. 
Besides, cost of capital of Delhi Food Processing Units high 
because of main reliance on equity which is costlier than the loans. The 
Food Processing Units do not much avail of the benefit of financial 
leverage. Delhi's Food Processing Industry has witnessed wide range of 
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fluctuation during the period under study. Tiiis fluctuation indicates that 
industry can easily raise the equity capital. But due to inconsistent profit 
and dividend declaration the capacity to raise the capital is hampered to 
some extent. Though cost of debt is cheaper and it is available at a 
competitive rate yet it need an improvement. So that Delhi units can 
easily finance their technological up-gradation projects. 
4. Impact of Capital Leverage on the Value of the Food 
Processing Units: 
High cost and sluggish earning have not help value of the Food 
Processing Units rise. It creates disenchantment among equity holders 
to raise their state any further. It calls for the rate of interest to adjust 
itself downwards for the value of equity to be at par will value of 
industrial wealth on average. 
5. Financial Environment - Monetary Policy and Fiscal Policy: 
In 1977 the government of India paid considerable attention by 
promulgation of exclusive policy a measure for the development of this 
sector. However, nothing concrete was obtained in temris of 
implementation of these policies. This industry continued to suffer in 
terms of lack of term loan, working capital loan. The loans available to 
this industry was an exorbitant cost. The security margins was very 
high, there was no venture capital assistance and insurance cover. 
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Incentives, concessions, tax holidays and other sub benefits were nor 
easily available to these sector. For promotion of exports, the 
infrastructural and other subsidiary facilities were scantly available. 
Most of the agro-industrial products are seasonal and hence, 
have shelf life with high degree of reskiness. In this circumstances, 
requirement of working capital is substantial which generally small scale 
industry do not maintain leading to severe financial crunch as a result 
individual business cycle slows down severely affecting overall 
marketing of the product. 
Government policies and concessions directly aimed at promoting 
Food Processing Industry:-
Looking to the importance of the govemment liberalized policies 
and their direct impact on the growth of this industry. The main features 
are given below: 
a. Compulsory licensing, milk foods and those reserved for 
small scale industries have been put under list of "high 
priority" industries for development. 
b. Processed food sector has been thrown open for foreign 
equity investment. 
c. Automatic approval upto 51 per cent equities allowed in 
high priority industry listed of industrial policy resolution 
1991. 
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d. Automatic approval upto 100 per cent equity investment 
In high priority Is allowed for NRI's. 
e. Automatic approval for foreign technology approvals and 
payment of royalty etc. 
Fiscal Concession in Respect of Food Processing industry:-
1. Following processed food products do not attract access duty:-
a. Fruits and vegetables products. 
b. Meet and Poultry products. 
c. Fish and crustacean products. 
d. Majority of cereal based products. 
e. Soya based products. 
f. Most Milk product. 
2. Excise duty on most Food products except for sweetened 
aerated beverages and cocoa products have been reduced. 
3. Excise duty on capital goods for Food Processing Industries 
reduced. 
4. Excise duty on packaging material for Food Processing 
Industries reduced. 
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5. Customs duty on capital goods for food industries reduced to 
25 per cent. 
6. Customs duty on most additives and ingredients for Food 
Processing Industries reduced. 
Excise Policy in respect of Food Processing Industries: 
1. Import of second hand capital goods allowed. 
2. Processed food export decanalised. 
3. Minimum export price has been done away with in case of 
most processed food. 
4. Export oriented units enjoy substantial concession including 
tax holiday for 5 years. 
5. 100% Export Oriented Units for Food Processing Industries 
are allowed sale upto 50 per cent of production in domestic 
tariff area (except for alcoholic beverages). 
6. Export of milk food decanalised. 
Future of the Food Processing Industry: 
Because of the liberal government and other development 
measures being taken the future of the industry look very bright. The 
production base is being enlarged, modem methods of cultivations are 
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being adopted thus improving tfie productivity and cutting the per unit 
cost. To some extent cold chain is being provided which will help in 
retaining quality, freshness and reduce post-harvest losses. With the 
new hybrid varieties being added the production season is also 
extended. 
These developments shall result in the greater availability of 
quality raw materials to the industry thus resulting in better capacity 
utilization and producing a wider range of products and of international 
quality. The quality is now the watch-word for success. 
The multinationals now entering the food industry have an 
international marketing network and have their brand loyalties all over 
the world. This will enable the Indian products reaching all over the 
world in the form of packing required. With the rise in the per capita 
income particularly of the middle class a drastic change In the food 
habits has been noticed. This will lead to a increased domestic 
consumption of processed food stuff. 
The Ministry of Food Processing has set up a fund of Rs. 500 
crore to increase availability of soft assistance for Food Processing 
Industries, keeping in view the sunrise status of the Food Processing 
Industry and the current liquidity situations, resulting from the recent 
RBI announcement (CRR cut), the prospects of Food Processing 
Industry appears bright, both for the credit and investment bankers. The 
206 
government has also been implementing various measures to boost 
production and export. 
2. Suggestion and recommendations: 
With a view to ensuring the inflow of a minimum investment of Rs. 
2500 crores in the next 5 years, the state government has formulated a 
very comprehensive action plan for grant of terms loan as and working 
capital loans for these industries in association with the IDBI/ 
IFCI/ICICI/NABARO/SIDBI/HUDCODFC/ILFS Insurance Companies. The 
action plan shall cover all aspect, namely, rate of interest, period of 
loans, levels of promoters contribution, venture capital assistance 
security margin, insurances cover, etc. 
• Government has been pursuing a progressive industrial policy and 
extending an attractive package of incentives and concessions for 
new industrial investment for more than two decades. 
• The industrial policy 1996 and the package of incentives and concession, 
1996-2001 of government of Delhi reflects in Governments aspirations 
on attracting investments in a liberalized economy. 
• The state government has also recognized the need to attract 
investment in certain important sectors of industries, amongst which 
Food Processing Industries have been identified as a the 
government has also amended the land reform act providing for 
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grant of permissions to industries for the purchase of agricultural 
lands upto certain extent. 
Government of India, through the Ministry of Food Processing 
Industry have accorded the highest priority for promotion of Food 
Processing Industries and a number of promotional schemes, for the 
public, co-operational schemes, for the public, co-operative, private 
and joint sectors, have been formulated by the government of India. 
In order to derive maximum benefits of the government of India policy for 
Food Processing Industries and accelerate the development of Food 
Processing Industries in the state, a need has been felt to formulate 
an exclusive policy for the promotions of Food Processing Industries 
in the state. 
The formulation of an exclusive industrial promotion policy for the 
Food Processing Industry has been considered in detail by the 
govemment in consolation with the leading industry association and R 
& D organization. The matter has also been considered by the state 
planning board based on these discussions, government have 
decided that with a view to promoting Food Processing Industry in 
the state in an expeditions and sustained manner. The exclusive 
policy is as under: 
(1) Government should adopt an exclusive industrial promotion 
policy for the Food Processing Industry: 
208 
The main objective of initiating an integrated approach to 
accelerate investment in the Food processing Industrial sector. 
The policy has therefore addressed all areas right from 
promoting the production of the appropriate quality of seeds and 
other plant material and covered other important aspects of this 
sector namely infrastructure, research and development, human 
resources development, financial assistance and taxation. It is 
hoped that this policy and incentives extended there in would 
serve the multiple of ensuring: 
(a) Better return to the farmers; 
(b) Elimination or minimization of wastage of agricultural and 
horticultural produce: 
(c) Production of value added produced food not only for 
indigenous consumption but also for exports; 
(d) Availability of nutrition's and hygienic food products for 
general consumption. 
(e) Encouragement of investment and employment generation 
In areas where agriculture is still a predominant activity; and 
(f) Provision of appropriate linkages between the agriculture 
and industrial sectors. 
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New industrial investment the food processing industrial sector 
will be eligible for incentives and concessions details is as 
under: 
(a) Sales tax concession; 
(b) Incentives on electricity, 
(a) Sales tax concessions: 
(i) General: All Food Processing Industries will be eligible 
for sales Tax exemption for a period of ten years or 
sales Tax defennent for a period of twelve years, on 
the finished product manufactured and sold by them, 
subject to a coiling of 20per cent of the value of fixed 
assets. The sales tax exemption/different of 10 years /12 
years, will also be applicable to existing industries 
which undertakes expansion, diversification or 
modernization with new investments but the maximum 
benefit will be restricted to 150 per cent of the value of 
fixed assets installed under the expansion, 
diversification, modernization project and further 
subject to the condition that the benefit will be 
available only for the additional new production 
resulting out of such new investment and tax liability 
prior to commissioning of the expansion, diversification, 
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modernization project, based on average tax liability 
over a period of three years, will continue to accrue to 
the state. 
(ii) For units located in growth centers: For the Food 
Processing Industries to be established in the growth 
centers, to be identified and notified for this purpose by 
the government., the incentives as mentioned above 
will be available for a period of 12 years (exemption) or 
14 years (defemient) instead of 10/12 years for other 
areas, subject to a coiling of 200 per cent of the value 
fixed assets. 
(iii) For service facilities: In respect of service facilities 
such as cold storage units, transport facilities, tissue 
culture laboratories, where there is not sales tax 
applicable, government will extend the following 
incentives during the construction/operational phase: 
(a) Exemption from payment of al taxes including 
sales tax and works contract tax) as capital 
equipment during the construction phase of the 
project, and 
(b) 100 per cent exemption from payment of stamp 
duty and 100 per cent exemption from registration 
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charges on lease cum sale and sale deed in 
respect of land and shed. 
(b) Incentives on electricity: 
(i) All these industrial units shall be wholly exempted from 
power cuts. 
(ii) Such of those industries which are seasonal in nature 
shall not be required to pay minimum demand charges 
energy charges during the closure period which shall 
however be a minimum period of 30 days for which 
purpose the industry will give advance notice, of at 
least 15 days, to the state electricity board regarding 
the commencement and duration of closure period 
state electricity Board will also not levy any 
reconnection charges after the expiry of the closure 
period. 
(iii) Incentives on captive power generation sets in order to 
ensure that these industries do power they will be 
encouraged to set up their own captive power 
generation units. 
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(a) These captive power units shall be eligible for 
exemption from payment of electricity tax for a 
period of ten years. 
(b) These shall be also expects from payment of 
sales tax as purchase of full used for captive 
power generation for a period of ten years. 
(c) The capital cost of these power units shall also be 
included in the total capital investment on assets 
for the purpose of calculating maximum limit on 
tax exemption/deferment. 
(iv) Entrepreneur who is already in the process of making industrial 
investments in the agro-food processing industrial sector, policy 
can exercise their option to avail of incentives and concessions 
under this policy or in the alternative claim benefits available 
under the general industrial policy. 
(v) The food processing industrial units which avail of the package 
of incentives and concessions in this policy will not be eligible 
for any incentives under the general industrial policy. The 
existing Food processing industrial units which have already 
been sanctioned incentives under the General industrial policy 
or which are in the process of being set up and which avail of 
the options to be considered under the general industrial policy, 
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will continue to enjoy the incentives and concessions so 
sanctioned under the general industrial policy. 
(vi) Existing Food Processing Industries which are in the process of 
undertaking expansion, diversification or modernization or purpose 
to undertake expansion, diversification or modernization will be 
eligible for the incentives as per this policy subject to the 
condition that the incentives will be available only for additional 
or new production. 
Other Important Suggestions: 
Unintermpted electrical power of consistent quality is an important 
input for these industries, particularly the cold storage units. Some of 
these industries are seasonal in nature. It is likely that many of these 
industries will come up in the rural areas. It has therefore been decided 
that all these industries feeders and in order to ensure this. State 
Electricity Board shall give priority to consideration for the conversion of 
rural feathers into industrial feeders for these industrial units. The state 
Government shall however endeavour to persuade these industries to be 
set up very close to the existing circuit. 
In order to ensure that these industries do not suffer for want of 
adequate and quality power they will be encouraged to set up their own 
captive power generation units. 
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HRD also envisages very detailed and systematic efforts to be made 
for the purpose of educating and training the potential employed of these 
industries. For this purpose, an action plant will be drawn up within 3 months 
is associations with education / agriculture / horticulture / fisheries / Labour 
Industries Department, universities of Agricultural science. Agricultural 
colleges, polytechnics Industrial Training Institutes. 
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ANNEXURE - IH 
Selected List of Governmental, Industry and Sectoral Agencies: 
Main Governmental Agencies: 
Ministry of Food Processing Industries, 
Khel Gaon Marg, Panchsheel Bhawan, 
New Delhi 
Development and regulation 
food processing industry, 
fanning and implementation 
of policies. 
Foreign Investment Promotion Board, 
New Delhi 
To negotiate with large firms 
to attack direct foreign 
investment in selected areas. 
The investment programmes 
of such firm are considered 
in totally, free from 
predetermined parameters or 
procedures. 
Secretariat for Industrial Approval, 
Ministry of Industry, Udyog Bhavan, 
New Delhi 
Received proposal for: 
^ 100 per cent foreign equity 
in 100 per cent export 
Oriented Unit (EQUs) 
> Foreign investment 
proposals outside the 
purview of the RBI, 
> To attend to inquiries 
from Indian and foreign 
entrepreneurs relating to 
the law, procedure and 
practices governing 
investments in industries 
in India. 
Reserve Bank of India, 
Exchange Control Department, 
Shaheed Bhagat Singh Marg, 
Post Box No. 1055, Bombay 
Foreign exchange management 
and approvals of foreign 
investment and foreign 
technical agreement. 
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Structural Organization 
National Daily Development 
Board (NDDB), Anand, Gujrat 
Promotion and Development of 
Dairying animal husbandry, food 
and agriculture, fisheries and cold 
stores in the countiy. 
Agricultural and Processed Food 
Products Export Development 
Authority (APEDA), 4th pioor, Ansal 
Chambers II, 6 Bhikaji Cama Place, 
New Delhi 
Export promotion and product 
development of agricultural and 
processed food. 
Marine Products Export 
Development Authority (MPEDA), 
Panampilly Avenue, Cochin 
Export promotion and Development 
of marine products. 
Indian Institute of Packaging (IIP), 
Andheri, Mumbai 
Research in Raw Materials for the 
Packaging industry, packaging 
technology, training. 
Central Food Technological 
Research Institute (CFTRI), Mysore 
Research and development I, post 
harvest technology for conservation 
of food resources and industries. 
Indian Institute of Horticulture, 
Banglore 
Research and development of 
horticulture varieties. 
National Institute of Oceanography 
(NIO), Goa. 
Research and marine resources and 
exploitation of ocean resources. 
National Dairy Research Institute, 
Kamal 
Research on marine resources and 
exploitation of ocean resources. 
Post Harvest Technology Centre, 
Indian Institute of Technology, 
Kharagpur 
Engineering aspects of paddy 
processing, covering research and 
development & training programs. 
Paddy Processing Research Centre, 
Thanjavur 
Basic aspects of paddy processing 
Like storage, drying, parboiKng, 
milling and utilization of 
byproducts like husk and bran. 
Central Marine Fisheries Research 
Institute (CMFRI), Cochin 
Research on aU aspects of marine 
fisheries, including studies on 
resource potential and fish species, 
population dynamics and agriculture. 
Central Institute of Fisheries Research on all aspects of fishing 
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Technology (CIFT), Cochin 
Central Institute of Fresh Water 
Aquaculture (CIFA), Dhouli 
and post harvest technology. 
Research and training in culture and 
forming of fresh water carps, cat 
fi^^es, prawns, sharks & other aquatic 
organism of commercial importance. 
Central Institute of Bradkish Water 
Aquaculture (CIBA), Chennai 
Research and training in brackish 
shrimp farming hatchery 
management, feed formulation and 
production. 
Central Inland Capture Fisheries 
Research Institute (CICFRI), 
Barrackpore 
Research on capture fisheries with 
respect to inland water areas. 
Fishery Survey of India (FSI), 
Mumbai 
Survey and Studying the fishery 
resource potential. 
Central Institute of Coastal 
Engineering for Fishery (CICEF), 
Bangalore 
Engineering studies related to the 
construction of fishing harbours 
and other coastal structures for 
fisheries. 
Central Institute of Fisheries, 
Nautical and Engineering Training 
(CIFNET), Cochin 
Training of personnel fishing vessels 
and operation crew, including engine 
drivers and deck hands. 
Integrated Fisheries Project (IPP), 
Cochin 
Responsible for modernization of 
fishing, fish processing and internal 
marketing of seafood. 
National Horticulture Board (NHB), 
Haryana 
Horticulture development. 
Indian Agricultural Research 
Institute (lARI), New Delhi 
Research on genetic improvement in 
productivily and quality for 
agriculture and horticvilture crops. 
Central Potato Research Institute 
(CPRI), Simla, Himachal Pradesh 
Research on Potato development. 
Source: Malhorta Vikram "Food Processing Industry in India-
Investment Opportunities" Ministry of Food Processing Industries, 
Government of India, New Delhi, (Various Issues). 
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ANNEXURB - IV 
List of Goods in the Food Sector Prohibited/Restricted for Import 
Prohibited: 
Tallow, fats and/or oils of animal origin 
Animal Rennet 
Restricted 
All consumer goods of industrial, agricultural, mineral or animal 
origin Consumer goods include concentrates of alcoholic beverages, 
wines (Tonic or medicated), saffron, cloves, cinnamon and cassia. 
Consumer goods exclude as afoelida (hing), dry fruits including 
slonds and dates, edible wax for waxing fresh fruits and vegetables, 
grape guard paper, prawn, shrimp and poultry feed, pulses, raw 
cahewnut, wheat glutein, outboard motors, all oils excluding 
coconut oil, palm kernel oil, RBD palm oil and RBD palm stern, 
coffee (roasted or decaffeinated in bulk packaging), dry fish, hilsa 
fish (Chilled or frozen) and skimmed milk powered. 
Canalized: 
Coconut oil, RBD palm oil and RBD palm steer in - Canalised 
through the state trading corporation of India Limited (STC) and 
Hindustan Vegetables Oils Corporation Limited (HVOCL). 
Seeds (Copra, groundnut, palm, rapeseed, safflower, soyabean, 
sunflower, cotton) - Canalized through STC and HVOCL. 
Palm stearing, excluding crude palm stearin, palm kernel oil and 
tallow amines of all types - Canalized through STC. 
Cereals, excluding feed grade maize of poultry or animals Canalized 
through the Food Corporation of India (FCI). 
Source: Malhorta Vikram "Food Processing Industry in India-
Investment Opportunities" Ministry of Food Processing Industries, 
Government of India, New Delhi, (Various Issues). 
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ANNEXURE - V 
List of Goods in the Food Sector Prohibited/Restricted for Export 
Prohibited: 
Beef: 
Tallow, fat and/oils of any animal origin excluding fish oil 
Restricted 
Cattle 
Deoiled groundnut cakes containing more than 1% oil and ground nut 
expeller cakes 
Presh and frozen silver pomfrets of weight less than 300 grams fodder, 
including wheat and rice straw straw milk and sterilized liquid milk. 
Pulses of all types, including lentils, grams, beans and flour made from 
them. 
Paddy (rice in husk) 
Rice bran, raw and boiled 
Certain seeds and plating materials 
Sea weeds of aU types, including G. edulis but excluding brown sea weeds 
and agrophytes of Tamil Nadu Coast origin in processed form. 
Ground nut oil 
Imported sugar 
Canalized 
Gxim Karaya - Canalized through the Tribal Cooperative Marketing 
Federation of India Limited (Trifed). 
Niger Seeds - Canalized through the National Agricultural Cooperative 
Marketing Feed Ratio of India Limited (NAFEED), Trifed and National 
Dairy Development Board (NDDB). 
Onions - Canalized through NAFED. 
Source: Malhorta Vikram "Food Processing Industry in India- Investment 
Opportunities" Ministry of Food Processing Industries, Government of 
India, New Delhi, (Various Issues). 
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ANNEXURE - VI 
Industries in the Food Processing Sector Reserved for the 
Small Scale Sector: 
Ice Cream 
Pickles and Chutneys 
Vinegar 
Rice Milling 
Dal (Pulse) Milling 
Bread 
Biscuits 
Pastry 
Confectionaiy (excluding chocolates, toffees and chewing gum) 
Groundnut oil (except solvent extracted) 
Sweetened cahewnut products 
Poultry fee expect in pellet from 
Ground and processed species other than spice oil and oleoresLn spices 
Tapioca sago 
Tapioca flour 
Synthetic syrups 
Sccharin 
Other than cases of state Agro-Cooperatives and Growth's cooperatives. 
Rape seed oil (Except solvent extracted) 
Mustered oil (except solvent extracted) 
Sesame Oil (except solvent extracted) 
A Packaging material 
Waxed paper 
Corrugated paper and boards 
Paper bags 
Paper cups/plates 
Source: Malhorta Vikram "Food Processing Industry in India- Investment 
Opportunities" Ministiy of Food Processing Industries, Government of 
India, New Delhi, (Various Issues). 
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